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MEMORANDUM 


Fesrvuary 16, 1959. 
To: Hon. Thomas E. Morgan, Chairman. 
From: Helen C. Mattas, Staff Assistant. 
Subject: International lending agencies. 
The following staff study on certain international lending agencies 
has been prepared at the joint request of yourself and the Honorable 
Laurence Curtis. 
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INTERNATIONAL LENDING AGENCIES 


INTERNATIONAL BANK FOR RECONSTRUCTION AND 
DEVELOPMENT 


CREATION 


The ar icles of agreement of the International Bank for Reconstruc- 
tion and Development were formulated at the United Nations Mone- 
tary and Financial Conference, Bretton Woods, N.H., in 1944. (See 
pp. 31-60 for text of the articles of agreement.) The official existence 
of the Bank dates from December 27, 1945, when the articles were 
signed in Mbaseae de by 28 governments, and operations began 
June 25, 1946. The statutory authority for United States participa- 
tion is the Bretton Woods Agreements Act (Public Law 171, 79th 
Cong.). 

PURPOSE 


Following are the objectives of the Bank’s operations: 


To assist in the reconstruction and development of its member 
countries by facilitating the investment of capital for productive 
purposes and thereby promote the long-range growth of inter- 
national trade and the improvement of standards of living. 

To make loans for productive purposes out of its own funds 
when private capital is not available on reasonable terms. 

To promote private foreign investment by guarantees of and 
participations in loans and investments made by private inves- 
tors. (This power has never been used and the Bank indicates 
that its use is not contemplated, that it has found other and, in 
its view, more effective ways of enlisting the support of private 
investors, namely, (1) by bringing private money into the Bank’s 
operations through large borrowing on the market; (2) by selling 
its loans or parts of loans to private investors; and (3) by making 
loans very often as part of a joint operation whereby the coun 
a on the market simultaneously when receiving a B 
oan. 

NATURE OF OPERATIONS 


The Bank’s seat of operations is Washington, D.C. All powers 
of the Bank are vested in a Board of Governors, one appointed by 
each member country, which meets once a year to review the opera- 
tions. The Board of Governors has delegated most of its powers to 
the 18 Executive Directors, of whom 5 are nominated by the prin- 
a member countries and 13 are elected by the other members, 

e management of the Bank’s operations is conducted by the Presi- 
dent of the Bank and such Vice Presidents and other officers as he 
may prpoint. The Governor appointed by the President of the 
United States to represent the United States in the Bank also serves 
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2 INTERNATIONAL LENDING AGENCIES 


in the same capacity in the International Monetary Fund and the 
International Finance Corporation. The voting power of the mem- 
bers is it store proportionate to their capital subscriptions. 
The United States voting proportion is 28.88 percent. 

The articles of agreement provide that the Bank may lend to its 
member governments and; with the guarantee of member govern- 
ments, to their agencies and to private enterprises in the member 
countries. According to its Articles, the Bank’s loans may not be 
granted for relief or for political purposes; they must be for either 
reconstruction or development and must show reasonable prospects 
of repayment. The project or program to be financed must be recom- 
mended, after study of the proposal, by a competent committee 
appointed by the Bank, and the hakiowes must be unable to obtain 

e loan elsewhere under conditions considered by the Bank to be 
reasonable. 

e first loans made in 1947 were to European countries whose 
economies had suffered severely from the war—France, the Nether- 
lands, Denmark, and Luxembourg. This was pre-European recovery 
program. Since 1948 the Bank’s resources have been used primarily 
to advance the development of its underdeveloped members. The 
Bank has made loans for development of electric power, transporta- 
tion, communications, agriculture and forestry, and industrial 
expansion. 

As a general practice, the Bank considers that it is desirable in the 
interest both of the borrower and of the Bank to have proposed 

rojects carefully examined on the spot by groups of technicians 
Tidlanhted by the Bank. Many members without specific loan proj- 
ects in view have asked the Bank for technical assistance in the survey 
and study of their economies and their prospects for development. 

As of December 5, 1958, the Bank had made a total of 219 loans 
amounting to the equivalent of $4,247 million in 49 countries and 
overseas territories. The following table shows the loan commitments 
and disbursements of the Bank, by fiscal years, through December 5, 
1958: 


Num- Disburse- Num Disburse- 
Fiscal year | ber of Loans ! ments Fiseal year | berof| Loans! ments 
loans loans 
1 | $250, 000,000 | $92,000, 000 20 | $409, 610, 000 | $274,169, 870 
1947-48_........ 263, 000, 000 378, 055, 751 1955-56........- 26 306, 050, 000 283, 926, 916 
1948-49... ._._ 10 137, 100, 000 235, 263 || 1956-57........- 20 387, 858, 000. 332, 379, 283 
1949-50__....._- 12 166, 345, 000 87, 871, 146 || 1957-58 ......... 34 | 710,846,429 | 498, 683, 137 
950-51. ....-.. 21 297, 080, 000 77, 564, 969 |) 1 to date. 14 428, 575, 000 237, 007, 891 
951-52......... 19 | 298, 608, 000 184, 777, 004 
1052-63......... 10 | 178,633,464 | 226, 756, 982 Total....| 218 |4, 247, 387, 898 ./8, 031, 725, 182 
26 | 323,682,000 | 302, 296, 920 


1 These loans represerit, commitments which are disbursed: as actually needed. 


_At any one time, the rate of interest charged is the same for all 
borrowers. .The rate varies and is established upon the. recommenda- 
tion of the Bank’s President and approval by the Board of Directors. 
Determination of the rate charged depends on three factors: (1) the 
rates in the main capital markets in which the Bank sells its bonds; 
(2) a commission charge of 1-percent.on loans, and (3) one-fourth of 
1 parent (rounded) to pay for administrative expenses and overhead. 
The current rate is 5% percent, but in the past the rate bas varied from 


4% to 6 percent. ' 
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FINANCING 


The Bretton Woods Agreements Act authorized the Secretary of 
the Treasury to make such payments as required to the Bank from 
the proceeds of any security issued by the Treasury as a public debt 
transaction.’ The U.S. subseription is $3,175 million. 

Subscribed capital is divided into three parts: (1) 2 percent paid 
in gold or dollars; (2) 18 percent paid in the local currency of the 
member country; and (3) 80 percent not paid in and not available for 
use in the lending operations of the Bank but subject to call and use 
only if required to meet the Bank’s obligations. The United States 
paid in $635 million (20 percent of its quota); the balance of its sub- 
scription, $2,540 million is subject to call and would come from money 
raised by the sale of Government securities as a public debt transaction. 
No congressional appropriation is needed to secure these funds. 

The Bank’s operations are financed in the following ways: 

(1) From the Bank’s own funds: Direct loans may be made from 
the receipts of the 20 percent capital stock subscribed by the members. 
Of this 20 percent, the original 2 percent paid in gold or dollars by all 
members may be freely used by the Bank for any purpose; the remain- 
ing 18 percent, however, may not be loaned or exchanged for other 
currencies without the consent of the member whose currency is used. 
The National Advisory Council agreed to permit the Bank to use this 

rtion of the U.S. puveckigtides on April 10, 1947. In all, the Bank 

as been able to use or allocate for lending about $1;440 million from 
Government subscriptions. 

(2) From borrowed funds: In all, the Bank has borrowed about $2.5 
billion in the world’s capital markets, of which about half has come 
from U.S. investors. The outstanding funded debt of the Bank was 
equivalent to $1,700 million at the end of 1958. 

(3) From repayments of earlier loans: To date, $236 million has 
been repaid to the Bank. 

(4) From net earnings: These now total $250 million and are run- 
ning at about $40 million per annum. 

(5) From sales of parts of its loans to other investors: To date, 
these total $463 million. 

The Bank has experienced no defaults on any of its loans. 

In the event of losses, the Bank can turn to several sources: 

(1) A special reserve built up out of the 1 percent per annum com- 
mission on the Bank’s loans specifically reserved to make good losses 
when required (this reserve was $125 million as of December 31, 1958, 
and accumulates at the rate of about $20 million per year) or a sup- 
plemental reserve accumulated as a result of the Bank’s operations 
(this reserve was $257 million as of December 31, 1958, and accumu- 
lates at the rate of about $40 million per year). 

(2) The capital which is panes but not yet paid in could be called 
or any paid-in capital which is not being used could be applied. 


PROPOSED INCREASE IN RESOURCES 


In October 1958 at the 13th annual meeting in New Delhi of the 
Governors of the International Monetary Fund and the International 
Bank for Reconstruction and Development, Secretary of the Treasury 
Robert B. Anderson (the U.S. Governor) took the initiative in pro- 
posing large-scale increases in the capital of the Bank and of its sister 
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institution, the International Monetary Fund. Asa result, the Boards 
of Governors of both institutions requested the Executive Directors to 
submit proposals for an increase in resources. Proposals were mailed 
to the Governors of both institutions on December 22, 1958. In the 
case of the Bank, the proposal is to double its capital without calling 
for any cash payment. For the United States, the amount of its 
uncalled subscription to the Bank would rise from $2,540 million to 
$5,715 million, which should enable the Bank to borrow in forthcom- 
ing ears the large sums which it anticipates will be required to sustain 
its likely level of lending operations. The’Governors were asked to 
give their tentative approval by —aeceene 1959, although the final 
vale not due until September 1959 to allow time for the necessary 
islation. 
esent Treasury thinking is that the larger United States obliga- 
tion would be financed as a public debt transaction in exactly the same 
way as the original commitment, which would not require an appro- 
priation but would require an amendment of the Bretton Woods 
eements Act of 1945 by the insertion of new amounts. 
he President, in his budget message to Congress on January 19, 
1959, made the following statements and requests concerning the 
International Bank and International Monetary Fund: 


Both institutions have proved their worth as instruments of international 
financial cooperation. However, they cannot continue with the same effective- 
ness unless their present resources are supplemented. The executive directors 
of each institution have recommended an increase in member country subscri 
tions of 100 percent for the Bank and 50 percent for the Fund. I request that the 
Congress promptly approve the United States share of these recommended in- 
creases. Early approval will assure the other member countries that the increase 
» capitalization can be achieved quickly, and thus encourage prompt action by 

em. 

* * * The anticipated subscription to the International Bank of $3,175 million 
in the fiscal year 1959 is included in the budget as new obligational authority but 
not as an expenditure because it will be in the nature of a guaranty fund. On the 
strength of guarantees from all its members, the Bank is able to sell its bonds to 
private investors, 


INTERNATIONAL MONETARY FUND 
CREATION 


The final act of the United Nations Monetary and Financial Con- 
ference, Bretton Woods, N.H., July 22, 1944, sets forth, among other 
things, the articles of agreement of the International Monetary Fund 
(see pp. 61-109 for text of the articles of agreement), to come into 
effect when signed on behalf of countries representing at least 65 per- 
cent of the total of the quotas stated in the articles. 

The Bretton Woods Agreements Act (Public Law 171, 79th Cong., 
approved July 31, 1945) authorized the President to accept member- 
ship for the United States in the International Monetary Fund. On 
December 27, 1945, the President did so, and the articles, having been 
accepted by nations representing approximately 80 percent of the 
quotas, came into effect. 

PURPOSE 


The articles of agreement list the following as the Fund’s objectives: 

1. To promote international monetary cooperation through a 

permanent institution which provides the machinery for consul- 
tation and collaboration on international monetary problems. 

2. To facilitate the expansion and balanced growth of inter- 
national trade, and to contribute thereby to the promotion and 
maintenance of high levels of employment and real income and to 
the development of the productive resources of all members as 
primary objectives of economic policy. 

3. To promote exchange stability, to maintain orderly exchange 
arrangements among members, and to avoid competitive exchange 
depreciation. 

4. To assist in the establishment of a multilateral system of 

ayments in respect to current transactions between members and 
in the elimination of foreign exchange restrictions which hamper 
the growth of world trade. 

5. To give confidence to members by making the Fund’s re- 
sources available to them under adequate safeguards, thus pro- 
viding them with opportunity to correct maladjustments in their 
balance of payments without resorting to measures destructive of 
national or international prosperity. 

6. In accordance with the above, to shorten the duration and 
lessen the degree of disequilibrium in the international balances 
of payments of members. 


NATURE OF OPERATIONS 


The highest authority of the Fund is exercised by a Board of 
Governors, one Governor und an alternate Governor representing 
each member country. However, most of the Fund’s decisions are 
made by the Board of Executive Directors, of whom 5 are appointed 
by the 5 members having the largest quotas and 13 are elected by the 
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other countries. The Fund management is under a Managing 
Director and Deputy Managing Director. 

Consultation with members on various aspects of their balance of 
payments and monetary problems and concerning the elimination of 
exchange restrictions is a major activity of the Fund. 

The articles of agreement expressly provide for annual consultations 
between the Fund and member countries retaining exchange restric- 
tions. These consultations, which began in March 1952 and are held 
with approximately four-fifths of the members of the Fund, cover 


‘not only questions relating to further retention or gradual removal 


of exchange restrictions but also the fiscal and credit policies of the 
member country. Where the elimination of restrictions is not 
immediately feasible, the Fund, during these consultations, cooperates 
with members in working out programs which will lead to a mare 
fundamental solution of their problems. 

The articles of agreement recognize that the par values of members’ 


currencies may have to be adjusted from time to time, in consultation 


with the Fund, and its concurrence is necessary in any change of more 
than 10 percent. 

The resources of the Fund are available to member countries not 
only through the purchase of currencies of other members for an 
equivalent amount of the purchasing country’s own currency, but 
also through standby agreements under which assurance is given to 
a member country that it may obtain assistance from the d up 
to certain limits and within a specified period. 

Following are tables showing (1) the onreney sales for the period 
March 1, 1947, to September 30, 1958, by calendar years and (2) 
Standby arrangements in effect on September 30, 1958: 


International Monetary Fund currency sales, Mar, 1, 1947, to Sept. 30, 1958, by 
calendar years 


{In millions of U.S. dollars; detail does not add to total because of rounding] 


Period Sales Period Sales 

| 1052. 85. 1 

1958 (January—September) 34. 6 


International Monetary Fund standby arrangements in effect on Sept. 30, 1958 
j ; {In millions of U.S. dollars; detail does not add to total because of rounding] 


Member country Principal Unutilized 
nui 
amount balance 
Inception Expiration 

November 1956....} December 1958 7.5 1.5 
April 1956. ........ March 1959... 35.0 

Union of South Africa..............-... April 1958......... April 1959... ..... 25.0 13,8 
United Kingdom... December 1956__..| December 1958 738.5 738.5 
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Borrowers from the Fund pay certain charges on amounts borrowed. 
as foliows: 
1. One-half of 1 percent on the total amount drawn. °° | 

2. On amounts drawn up to 50 percent of the member’s quota. 
in excess of the member’s gold contribution to the Fund, there is 
no charge for the first 3 months after the drawing, and 2 percent: 
per annum is charged for the next 15 months. 

3. On amounts drawn between 50 and 75 percent of the 
member’s quota in excess of the member’s gold contribution to 
the Fund, there is no charge for the first 3 months after the 
drawing, and 2 percent per annum is charged for the next 9 
months. 

4, On amounts drawn between 75 and 100 percent of the 
member’s quota in excess of the member’s gold contribution to 
the Fund, there is no charge for the first 3 months after the 
drawing, and 2 percent per annum is charged for the next 3 
months. 

5. After 2 percent is charged in accordance with paragraphs 2, 
3, and 4, the charges rise at the rate of one-half of 1 percent for 
each 6 months during which the money is retained. 

Charges were originally established by the articles of agreement (art. 
V, sec. 8). Changes may be made in them by a three-fourths majority 
of the total voting power. The charges set forth above are the 
current charges. 

FINANCING 


On September 30, 1958, there were 68 members with aggregate 
éciontbtinadl quotas in approximately the equivalent amount of $9,193.0 
million. The United States quota, $2,750 million, is the largest. 
The articles of agreement Fyne for a weighted system of voting, 
currently giving the United States 25.60 percent of the vote on any 
issue before the organization. 

The Bretton Woods Agreement provided that the country quotas 
should be paid one-fourth in gold and three-fourths in the eurrency 
of the member country. The United States made payment of its 
subscription as soon as it became a member. 

The act authorizing the United States to become a member provided 
for payment of $1,800 million from a fund established by the Gold 
Reserve Act of 1934 (U.S.C., title 31, sec. 822a). (The Treasury 
Department states this represented profits from the gold devaluation 
of 1933.) ‘The balance of the United States subscription was author- 
ized paid from the proceeds of securities issued under the Second 
Liberty Bond Act as a public debt transaction. 

The articles of agreement provided that a part of a member’s quota 
might be put in the form of non-interest-bearing demand notes which 
the Fund could cash whenever it needed the money. As of November 
30, 1958, the outstanding amount of non-interest-bearing notes of the 
United States was $687 million. 

Essentially the Fund is a pool of currencies. In theory, tere can 
be no losses according to the Treasury Department spokesman. 
The members just exchange currencies—their own for another 
country’s. In the event of depreciation of the currency exchanged, 
the member concerned is supposed to make up the difference with 
more currency. 
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In order to raise income toward meeting operating deficits, if any, 
the Fund in January 1956 initiated a program permitting the invest- 
ment of a portion of the Fund’s gold in a manner which would enable 
the Fund to reacquire gold at any time and maintain the gold value 
of the investment. Under this program $200 million of the Fund’s 

ld was sold to the United States and the proceeds invested in U.S. 

reasury bills. In November 1958 the Fund decided to continue 
this program for another year and to place the income earned there- 
from in a special reserve ($4,154,937.77 as of October 31, 1958) for use 
only to cover operating deficits. 


PROPOSED INCREASE IN RESOURCES 


The present quotas of members were established in 1944 and based 
ranges on prewar data. Since then the volume of international trade 
an ancial transactions has substantially increased so that the 
present quotas represent a smaller percentage of such transactions. 

At their 13th annual meeting in October 1958, the Governors of the 
Fund and the International Bank requested the Executive Directors of 
these institutions to submit proposals for an increase in resources for 
action by the Board of Governors. The Executive Directors have 
now recommended increases and the Governors were asked to give 
their approval by February 1959. If approved, the member govern- 
ments will have until September 1959 to declare their intentions. 

The proposed increase in Fund quotas is 50 percent of present 
quotas, with 25 percent payable in gold. According to this, the pres- 
ent U.S. quota of $2.75 billion would thus be increased by $1.375 billion. 

The President in his budget message to Congress on January 19, 
1959, referred to the recommendation of the Executive Directors to 
increase the member country subscription to the Fund by 50 percent 
and requested— 


that the Congress promptly approve the U.S. share * * * 
Further, the President said: 


. For the additional U.S. quota in the International Monetary Fund, this budget 
includes $1,375 million as supplemental new obligational authority and as esti- 
mated expenditures in 1959. Of this amount, $344 million is to be paid in gold 
and the balance of $1,031 million is to be paid in the form of non-interest-bearing 
Treasury notes. 

Present Treasury thinking is that the U.S. increase would be financed 
as a public debt transaction which would not require an appropriation 
but would require an amendment of the Bretton Woods Agreements 
Act of 1945 by the insertion of new amounts. 
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INTERNATIONAL FINANCE CORPORATION 


CREATION 


On December 11, 1954, the United Nations General Assembly 
adopted a resolution endorsing the International Finance Corporation 
and requesting the International Bank for Reconstruction and De- 
velopment to take steps to bring the Corporation into being. On 
April 11, 1955, the International Bank transmitted to member govern- 
ments for their consideration the articles of agreement of the Inter- 
national Finance Corporation. (See pp. 110-134 for text of the articles 
of agreement.) The President of the United States was authorized to 
accept membership in the International Finance Corporation Act 
(Public Law 350, 84th Cong.) and on December 5, 1955, the United 
States deposited its instrument of acceptance. The International 
Finance Corporation came into existence July 24, 1956, after 31 coun- 
tries, with subscriptions totaling $78.4 million, had deposited their 
instruments of acceptance. 

PURPOSE 


Article I of the articles of agreement provides that the Corporation 
shall [italic supplied]— 

(1) In association with private investors, assist in financing the 
establishment, improvement, and expansion of productive private 
enterprises which would contribute to the development of its 
member countries by making investments without guaranty of 
repayment by the member government concerned, in cases where 
sufficient private capital is not available on reasonable terms; 

?) Seek to bring together investment opportunities, domestic 
and foreign private capital, and experienced management; and 

(3) Seek to stimulate, and to help create conditions conducive 
to, the flow of private capital, domestic and foreign, into pro- 
ductive investment in member countries. 


NATURE OF OPERATIONS 


Although a separate legal entity, the Corporation operates as an 
affiliate of the International Bank and is authorized to use the facilities, 
personnel, and services of the Bank. Membership in the Corporation 
1s Open Only to members of the Bank, and each member is represented 
by the same Governor in the two institutions. The President of the 
Bank is Chairman of the Corporation’s Board of Directors. All 
powers of the Corporation are vested in the Board of Governors and 
they may delegate to the Board of Directors authority to take all but 
specified. major actions (art. IV). Each member has 250 votes plus 1 
additional for each share of stock held. 

The following principles are set forth in the articles of agreement 
as a guide in its operations: 

(1) The Corporation shall not undertake any financing for 
which in its opinion sufficient private capital could be obtained 
on reasonable terms; 
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(2) The Corporation shall not finance an enterprise in the 
territories of any member if the member objects to such financing; 
. (3) The Corporation shall impose no conditions that the pro- 
ceeds of any new financing by it shall be spent in the territories 
of any particular country;) VOITAZAITY 

(4) The Corporation shall not assume responsibility for man- 

ing any enterprise in which it has invested; 

(5) The Corporation shall undertake its financing on terms 
and conditions which it considers appropriate, taking into ac- 
count the requirements of the enterprise, the risks being under- 
taken by the Corporation, and the terms and conditions normally 
obtained by private investors for similar financing; 

(6) The Corporation shall seek to revolve its funds by selling 
its investments to private investors whenever it can appropriately 
do so on satisfactory terms; 

(7) The Corporation shall seek to maintain a reasonable diversi- 
fication in its investments. 

The Corporation is prohibited from investing in capital stock but 
may otherwise make investments in any form deemed appropriate, 
including investments which can be converted into capital stock by 
The Corporation will finance only private enter- 
prises and not undertakings which are government-owned and oper- 
ated or in which there is significant government participation. The 
enterprise must be located in a member country or its dependent 
territories. 

In its report on legislation providing for U.S. participation, the 
House Committee on Banking and Currency (H. Rept. 1299, 84th 
Cong., Ist sess., p. 4) commented as follows on the Bank’s operations: 

The International Finance Corporation would be of particular importance to 
small- and middle-sized firms and investors. In the first place small enterprises 
in the foreign field frequently need investment funds beyond their own resources 
and beyond what they can raise in normal banking channels. It is expected 
that the International Finance Corporation will cooperate with private venture 
capital organizations in the financing of particular enterprises. Since the Inter- 
national Finance Corporation can operate only in conjunction with private 


investors, the International Finance Corporation would encourage, and not 
compete with, private investment. * * * 


Further, the report contains the following comments on the relation- 
ship of the International Finance Corporation to the International 
Bank and the Export-Import Bank: 


The urgent need for increased private investment in the less developed areas 
cannot be met completely by either the International Bank or the Export-Import 
Bank. In general, the ability of the International Bank to make loans to private 
enterprises is restricted by the requirement in its charter that its loans must be 
a by an official agency of the country where the project is located, 

rthermore, the International Bank’s ape 4 to finance private enterprise is 
affected by the fact that the Bank makes only fixed interest loans. (The IFC 
interest rates are negotiated in each case.] 

The role of the Export-Import Bank is primarily to offer banking facilities for 
exports or imports from the United States and in a riate cases capital for 
investment on a loan basis. Both the Export-Import Bank and the International 


Bank make loans on the basis of a reasonable expectation of repayment, rather 
than supplying venture capital. é 

Unlike the International Bank and the International Monet 
Fund, the International Finance Corporation does not have a A om 4 
ard rate of interest or charges which applies to all of its borrowers at 
any one time. Instead, the interest rate is negotiated, along with 
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the other terms, each time an investment is made. In addition to 
interest charges, the Corporation may retain the right to participate 
in the profits as well as in the porter of the business. Of the com- 
mitments outstanding as of September 10, 1958, 9 provided for inter- 
est at 7 percent and 2 at 6% percent; in addition, 7 of the investments 
srentind’ for participation in the profits and 10 contained an option 
on shares. 

The Corporation’s first investment was announced in June 1957 
(H. Doe. 319, 85th Cong.), being a commitment to invest $2 million 
in a Brazilian manufacturer of heavy electrical apparatus. The 
second annual report containing information through September 10, 
1958, shows total commitments in the amount of $11,660,000, com- 
prising 11 transactions with Australia, Brazil, Chile, Mexico, and 

akistan. Of this amount $1,243,000 was subsequently canceled as 
not required for the investment projects. 

The articles of agreement (art. Til, sec. 4) authorize the Corpora- 
tion— 
to take appropriate action to protect its interests in any situation which, in its 
judgment, threatens to jeopardize its investment. The otherwise applicable 
imitations on the Corporation’s power to acquire capital stock and to undertake 
management responsibility, for example, would not prevent it from exercising 
such powers should such a situation of jeopardy arise. 

Thus, under this provision, the otherwise applicable limitations on the 
Corporation’s power to acquire capital stock and to undertake man- 
agement responsibility, for example, would not prevent it from exer- 
cising such powers should a situation of jeopardy arise. To date 
there has been no occasion for the Corporation to invoke this pro- 
vision. 

FINANCING 


The authorized capital of the International Finance Corporation is 
$100 million. As of September 10, 1958, there were 55 member 
countries with subscriptions to the capital stock of $93,277,000. The 
United States subscription is $35,168,000, payment of which was 
authorized by the International Finance Corporation Act (Public Law 
350, 84th Cong., approved Aug. 11, 1955) from the proceeds of 
securities issued under the Raceeld Liberty Bond Act as a public debt 
transaction. 

The International Finance Corporation, in its second year fiscal 
statement, reported a net income of $2.4 million, resulting in a total 
net income from the beginning of operations to June 30, 1958, inclusive 
of $4,001,208. 
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EXPORT-IMPORT BANK OF WASHINGTON 


CREATION 


The Export-Import Bank of Washington was created pursuant to 
Executive order dated February 2, 1934 (No. 6581) as a banking 
corporation under the laws of the District of Columbia February 12, 
1934. It was a depression measure (the authority was found in the 
National Industrial Recovery Act) and the hope was that the estab- 
lishment of the Bank would stimulate trade. With the recognition of 
the Soviet Union it was expected that trade would develop which 
would require financing not privately available. However, the Board 
of Trustees took the position.that credits should not be provided before 
settlement of Soviet debts to the United States. 

A second Export-Import Bank was created in 1934 under another 
Executive order (No. 6638), originally intended to provide certain 
credits to the Republic of Cuba but expanded to finance trade with 
all countries except Soviet Russia. 

Following the breakdown of Soviet debt negotiations in 1935, the 
business of the Second Export-Import Bank was transferred to the 
original Export-Import Bank, and an Executive Order (No. 7365) was 
issued under date of May 7, 1936, ordering the liquidation and dis- 
solution of the Second Export-Import Bank, which was effected June 
30, 1936. 

The legislation creating the first Export-Import Bank authorized 
its life until 1937 only. This was extended in 1937 until June 30, 1939 
(Public Law 2, 75th Cong.); again in 1939 until June 30, 1941 (Public 
Law 3, 76th Cong.) ; again in 1940 until January 22, 1947 (Public Law 
792, 76th Cong.). In the meantime the Bank’s lending authority 
had been increased to $700 million and the Bank was limited so that 
it could not make leans to any government which was in default to 
the United States Government on April 13, 1934. 

In extending the life of the Bank to 1947, the law also specifically 
provided for ‘the making of loans to foreign governments and/or their 
central banks or agencies for the purpose of assisting in the develop- 
ment of resources, prema, Lacoomees and for the orderly marketing 
of products of the Western Hemisphere. 

n 1945 the Bank was reorganized (Public Law 173, 79th Cong.). 
The basic changes were: (1) The loan authority was raised from $700 
million to $3.5 billion; (2) the prohibition of loans to governments in 
default was removed; (3) management of the Bank was vested in a 
Board of Directors with an advisory board to assist in determining 
broad policies; and (4) the Bank was made an independent agency of 
the Government and given indefinite life. 

On June 9, 1947, the Bank was reincorporated under a Federal 
charter and the lending authority was limited to June 30, 1953 (Public 
Law 89, 80th Cong.). The reincorporation was necessary due to the 
passage of the Government Corporation Control Act which provided 
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that wholly owned Government corporations should not continue after 
June 30, 1948, as an agency or instrumentality of the United States, 
but that prior to that date any such corporation — be reincorpo- 
rated by Congress for such P es and term of existence as its 
predecessor corporation (Public Law 248, 79th Cong.). . 

The Bank’s authority was further extended from 1953 to June 30, 
1958, in 1951 (Public Law 158, 82d ae approved Oct. 3, 1951). 
Pursuant to Public Law 85-55 of the 85th Congress, approved June 
17,1957, the period within which the Bank may make loans was further 
extended to June 30, 1963. 

PURPOSE 


The objectives and purposes of the Bank are to aid in financing and 
to facilitate exports and imports and the exchange of commodities 
between the United States or any of its Territories or insular posses- 
sions and any foreign country or the agencies or nationals thereof. 


NATURE OF OPERATIONS 


The Export-Import Bank Act, as amended, provides for a five-man 
Board of Directors consisting of the President of the Bank who serves 
as Chairman, the First Vice President of the Bank who serves as Vice 
Chairman, and three additional Directors appointed by the President 
by and with the advice and consent of the Senate. (The President 
and First Vice President are also Presidential appointees by and with 
the advice of the Senate.) 

There is also a nine-member advisory committee, chosen by the 
Board of Directors from production, commerce, finance, agriculture, 
and labor, to advise with the Bank. This advisory committee is sub- 
ject to call of the Chairman of the Board of Directors. 

The President of the Export-Import Bank is a member of the Na- 
tional Advisory Council on International Monetary and Financial 
Problems, which has the power to coordinate the foreign lending 
activities of the Bank with those of other Government agencies. He 
is also a member of the loan committee of the: Development Loan 
Fund, which establishes basic financial terms and conditions for the 
operations and transactions of the Fund. 

All loans of the Bank are made for the purpose of financing U.S. 
trade. Applications come from U.S. exporters desiring assistance in 
financing sales abroad of their products or from foreign buyers requir- 
ing credit to purchase U.S. products. Credits may finance single 
export transactions or may provide the dollars necessary to acquire. 
all-of the U.S. equipment snd services for a large development project 
abroad. The B may extend loans to either private or public bor- 
rowers, including foreign governments. 

Congress has laid down the policy that the Bank should supplement 
and encourage private capital, not compete with it; also the Bank is 
required acbhens a reasonable assurance of repayment; it does not 
make grants. ia | 
| The net authorizations of the Bank from its inception in Febru 
1934 through December 1957 totaled $7.4 billion. Following is a table- 
of net credits authorized: 
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Net credits authorized by the Export-Import Bank July 1, 1950, to June 30, 1958, 
by area, type, and country and July 1, 1945, to June 30, 1950, by area and country 


{In millions of dollars} 
July 1, 1950, to June 30, 1958 
July 1, 1945, 
Total | Develop- | Strategie |Commodity| Other to 1950 

ment materials | pure 

Total all areas_._....... 4, 144.5 1, 527.7 343.8 880. 2 1, 392.8 2, 393.3 
Total 

1, 142.0 153.3 4 197.6 790. 7 2, 006, 1 
Latin America. 1, 806.3 919.1 188.1 183.4 515.7 389. 2 
Asia and Afriea........... 1,175.3 442.3 148.7 499. 2 1 351.6 


During the fiscal year ended June 30, 1958, the Export-Import 
Bank authorized 191 credits totaling $855.6 million. These credits 
will help to finance U.S. exports to 24 countries and range in size from 
$550 to $150 million. They include 50 credits aggregating $838.2 
million, authorized at the request of overseas purchasers of U.S. 
prasusts, and 141 credits for $17.4 million set up at the request of 

.S. exporters or financial institutions. 

The interest rates charged borrowers by the Bank are dependent 
upon the interest rates charged by the U.S. Treasury on the Bank’s 
borrowings. (The current payments on the Bank’s borrowings to the 
U.S. Treasury are on a 4-percent basis; the rate is determined by the 
U.S. Treasury on the first day of each month for the ensuing month 
based on its market yield rates for medium term obligations.) In 
determining interest rates to be charged on loans, the Bank will take 
into consideration the nature of the loan and the extent of credit risks 
to be assumed by the Bank as affected by such guaranties as may be 
offered, as well as prevailing U.S. commercial and Government rates. 
The rates charged are coordinated with the recommendations of the 
National Advisory Council. Interest. is computed on the outstanding 
balance. The current interest rates charged on exporter credits range 
from 5% percent to 6 percent; to governments and with Government 
guarantees, from 5 to 5% percent, and special consideration is given 
to and lower rates are established for short term commodity credits. 
In the case of the foreign currency loans made by the Bank pursuant 
to the Cooley amendment to Public Law 480, interest rates compare 
to those currently in effect in the foreign country. 

The gross income for fiscal year 1958 was $100.7 million. Interest 
paid to the Treasury on borrowed money was $30.2 million and operat- 
ing expenses were $2.1 million. The net income was therefore $68.4 
million, bringing the Bank’s reserves and undistributed earnings to 
$509.5 million on June 30, 1958, after charging off losses over 24 years 
totaling $2.9 million. 

In June 1953 Congress authorized the Bank to provide insurance in 
an aggregate amount of not to exceed $100 million outstanding at any 
one time for the, benefit.of citizens of the United States, including 
corporations, partnerships, and associations organized and existing 

er the laws of the United States or any State, District, Territory, 
or possession thereof against the risks of losses of and damage to 
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property of United States origin exported from the United States in 
commercial intercourse and located in any friendly foreign country. 
It was further provided that the insurance was to be available only to 
the extent that it could not be obtained on reasonable terms and condi- 
tions from insurance companies in the United States or from U.S. 
Government agencies providing marine or air war-risk insurance. 
Under these circumstances, the Bank is authorized to reinsure in whole 
or in part and is empowered to use insurance companies as its under- 
writing agent. Congress placed two restrictions on the Bank’s insur- 
ance powers: (1) such insurance shall be based upon consideration of 
the risk involved and (2) the coverage shall not exceed 1 year, subject 
to renewal or extension for periods not exceeding 1 year (Public Law 
30, 83d Cong.). As of June 30, 1958, $45 million had been allocated 
for war risk and expropriation insurance on consigned exports of 
cotton and $5 million on tobacco. 

In extending the Agricultural Trade Development and Assistance 
Act of 1954 "(Public Law 480) for the fiscal year 1958, the Congress 
made the Bank responsible for lending certain foreign currencies to 
private enterprise. Section 104(e) (known as the Cooley amendment 
(71 Stat. 345), approved August 13, 1957) permits the Bank to receive 
up to 25 percent of the proceeds in corey currencies of sales of agri- 
cultural commodities negotiated under the Public Law 480 extension. 
As they are received, these funds may be lent to (1) U.S. business 
firms or their branches, subsidiaries, or affiliates for business develop- 
ment or trade expansion in the foreign country, or (2) to either U.S. 
firms or firms of the foreign country for expanding markets for and 
consumption of U.S. agricultural products abroad. The loans must 
be mutually agreeable to the Bank and the foreign government 
eoncerned. Loans for the manufacture of products to be exported to 
the United States in competition with goods produced in the United 
States or in competition with U.S. agricultural commodities or prod- 
ucts thereof are prohibited. During fiscal year 1958 the Bank re- 
ceived 159 applications for loans in the currencies of 11 countries, 
On June 11, 1958, the Bank authorized the first credits in a foreign 
currency to borrowers in Mexico (equivalent to $3,282,720). 

In addition, the Bank serves as administering agent for mutual 
security loans and guarantees against currency-transfer risk and 
expropriation authorized by the International Cooperation Adminis- 
tration, and for defense production loans made by the Office of Civil 
and Defense Mobilization. It also acts as collecting agent for the 
Treasury on the debt settlement agreement with the Federal Republic 
of Germany. 

FINANCING 


The authorized capital stock is $1 billion, subscribed by the United 
States and held by Treasury. In addition, the Bank is authorized to 
issue for purchase by the Secretary of the Treasury notes and other 
obligations in the aggregate amount of $6 billion, for whose purchase 
the Secretary of the Treasury is authorized to use as a public debt 
transaction proceeds of securities issued under the Second Liberty 
Bond Act. The aggregate amount of loans, guarantees, and insur- 
ance which the Bank is authorized to have outstanding at any one 


time is $7 billion. As of January 15, 1959, the amount outstanding 
was $5,004,957 ,668. 


Tye 
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The administrative expenses of the Bank are paid out of the Bank’s 
earnings. Congress places a limitation on the extent to which such 
expenses may be paid out of earnings. This limitation is reviewed by 
Congress annually. The limitation for fiscal year 1959 is $2,055,000 
plus the proposed increase in limitation due to pay increases of 
$160,447, and, in addition, $200,000 of the amount of foreign currencies 
made available to the Bank was authorized available for expenses 
incurred by the Bank in foreign countries incident to the Cooley 
104(e) loans. 
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DEVELOPMENT LOAN FUND 


CREATION 


The Development Loan Fund was established in the Mutual Secu- 
rity Act of 1957 (sec. 6, Public Law 85-141, approved August 14, 1957). 
In 1958 the Mutual Security Act was amended and the Development 
Loan Fund incorporated (sec. 203, Public Law 85-477, 5 Cag June 
30, 1958), as had been suggested the previous year by the committee 
of conference, which— 


agreed that the most effective arrangement for administering a long-range develop- 
ment loan program is a Government corporation with substantial capital, and 
officers and directors with powers and duties defined and limited by law. The 
corporation should be under the policy direction of the State Department; its 
operating personnel should concentrate on handling development loans but its 
direction should be coordinated with other agencies along the lines provided in 
the conference report (H. Rept. 1042, 85th Cong., pp. 4 and 5). 


PURPOSE 


The act establishing the Fund— 


declares it to be the purpose of this title, to strengthen friendly foreign countries 
by encouraging the development of their economies through a competitive free 
enterprise system; to minimize or eliminate barriers to the flow of private invest- 
ment capital and international trade; to facilitate the creation of a climate favor- 
able to the investment of payee capital; and to assist, on a basis of self-help and 
mutual cooperation, the efforts of free peoples to develop their economic resources 
oes 5 increase their productive capabilities (sec. 201, Public Law 85-141, 85th 
ng.). 
NATURE OF OPERATIONS 


_ The management of the Fund is vested in a Board of Directors 
consisting of the Under Secretary of State for Economic Affairs 
(Chairman), the Director of the International Cooperation Adminis- 


tration, Chairman of the Board of Directors of the 


Bank, the Managing Director of the Fund, and the U.S. Executive 

Director on the International Bank for Reconstruction and Develop- 

orm, and is subject to the foreign policy guidance of the Secretary of 
tate. 


In addition to the chief executive officer—the Managing Director— 


who is appointed by the President by and with the advice and consent 
of the Senate, there is a Deputy Managing Director and three other 
officers who are appointed by the Board. 

The Fund is authorized— 


to make loans, credits, or guaranties, or to engage in other financing operations or 
transactions (not to include grants or direct purchases of equity securities), to 
or with such nations, organizations, persons or other entities, and on such terms 
and conditions, as it may determine, taking into account (1) whether financing 
could be obtained in whole or in part from other free world sources on reasonable 
terms, (2) the economic and technical soundness of the activity to be financed, 
(3) whether the activity gives reasonable promise of contributing to the develop- 
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ment of economic resources or to the increase of productive capacities in further- 

ance of the pu of this title, and (4) the possible adverse effects upon the 

economy of the United States, with special reference to areas of substantial labor 

surplus, of the activity and the financing operation or transaction involved (sec. 

201 of Public Law 85-141, as amended by see. 203 of Public Law 85-477, 85th 
ong.). 

The law requires that the loans be made from the Fund only on the 
basis of firm commitments by the borrowers to make repayment and 
the finding of a reasonable prospect of repayment. While the Fund 
does not require a guarantee of repayment by the government of the 
nation in which the investment is made, the Fund will not make loans 
if an investment is unacceptable to that government. 

The law also requires that the Fund support and encourage private 
investment and not compete with it or the Export Import Bank or the 
International Bank for Reconstruction and Development. The Fund 
is subject to section 4 of the Bretton Woods Agreements Act which 

rovides for the coordination of foreign lending agencies through the 
ational Advisory Council on International Monetary and Financial 
Problems. 

The Fund is prohibited from guaranteeing equity investment against 
normal business-type risks. 

Eligible enterprises include basic developmental activities (provided 
they make a clear contribution to the long-range economic develop- 
ment and growth of the country) as well as industrial, agricultural, 
financial, commercial, extractive, power, transport, communications 
and other business enterprises provided they give reasonable promise 
of contributing, either directly or indirectly, to the increase of produc- 
tive capacities of the countries concerned. Preference generally will 
be given to proposals requiring assistance to cover the foreign ex- 
change costs of projects whose local currency costs are largely covered 
from other sources. Those who produce goods of a less essential 
nature—service industries and those who do not earn or save foreign 
exchange or do not contribute to an increase in production—will have 
a low priority. 

The interest rate on the Fund’s loans are negotiated, along with 
other terms, each time a loan is made. Hon. Dempster McIntosh, 
manager of the Fund, in an address in Chicago, Ill., on December 11, 


1958, said in connection with interest rates charged by the Fund: 


Currently, the interest rate on loans for such basic facilities as roads, harbors, 
railroads and multipurpose dams is 34 percent * * *. 

On loans for profit-earning projects, such as manufacturing or extractive enter- 
prises, interest rates and maturity will generally follow Export-Import terms on 
similar projects. Current interest rates are about 54 percent, depending on the 
current interest rate in the United States * * *, 
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The table below shows the status of the Fund as of December 31, 
1958: 
Status of Development Loan Fund as of Dec. 31, 1958 


Guaranty agreement signed_______.______._.-.._-----_-L-_-e 4, 500, 000 
Other project commitments_-------.-.--.----------2----.--- 125, 850, 000 

Less administrative expense limitation _.+--..........-------. 1, 250, 000 
Lending authority available__.-.....2..........-.--.-----.-42 698, 750, 000 
Less total commitments (above) -_--.-...............---.----- 638, 706, 000 

Ret Ser 60, 044, 000 
Proposals under consideration and on hand____-..--..--.----- 1, 712, 369, 000 
Proposals no longer under consideration ._............--.-..--. 578, 090, 000 

Total loan proposals received. .....-..+---------...-. 2, 929, 165, 000 


As of December 31, 1958, the Development Loan Fund has made 
expenditures in the amount of $5,912,726. (This represents expendi- 
tures in connection with three of the loan agreements only. Ex- 
penditures are not made as soon as the agreement is signed but as 
the need for funds arises and the conditions of the loan agreement 
are met.) 

FINANCING 


The following table shows the amounts authorized and appropriated 
by Congress for the Development Loan Fund: 


Funds authorized and appropriated 
1957 


Public Law 85-141, approved Aug. 14, 1957: 
Established the Fund and authorized to be appropriated, with- 


Also, authorized to be appropriated, without fiscal year limita- 
tion, for advances beginning in fiscal year 1959_......._-- 625, 000, 000 
Public Law 85-279, approved Sept. 23, 1957: 
Appropriated, to remain available until expended__.......-- 300, 000, 000 
1958 


Public Law 85-477, oppcoved June 30, 1958: 
Incorporated the Fund; no new funds authorized but assets 
transferred to new corporation. 


Public Law 85-853, approved cone 28, 1958: ; 
Appropriated, to remain available until expended_.......... 400, 000, 000 


As shown in the table, these funds are authorized and appropriated 
without fiscal year limitation. 


; 


22 INTERNATIONAL LENDING AGENCIES 


‘In- his budget message to Congress on January 19, 1959, the 
President said: 


The Development Loan Fund is now making loans in substantial numbers, 
and will have an increasing impact in assisting less developed economies. The 
Fund will have committed virtually its entire capital by the end of this month. 
Because of the vital importance to our foreign economic objectives of continuing 
this type of a a supplemental appropriation for fiscal 1959 of $225 million 
is recommended. This amount has already been authorized but not appropriated 


by the Congress. New obligational authority of $700 million is requested for 
fiscal 1960. 

During the current session, therefore, the Congress will be considering 
the Executive recommendation for a supplemental appropriation for 
fiscal year 1959 and his request for new obligational authority for 
fiscal year 1960. 


\ 


NATIONAL ADVISORY COUNCIL ON INTERNATIONAL 
MONETARY AND FINANCIAL PROBLEMS 


The National Advisory Council on International Monetary and 
Financial Problems was established by the Congress in the Bretton 
Woods Agreements Act (Public Law 171, 79th Cong.), approved July 
31, 1945. 

The Council was established ‘in order to coordinate the policies and 
operations of the representatives of the United States on the Fund 
[International Monetary Fund] and the Bank [International Bank for 
Reconstruction and Development} and of all agencies of the Govern- 
ment which make or participate in making foreign loans or which en- 
gage in foreign financial, exchange, or monetary transactions’’ (sec. 
4(a), Public Law 171, 79th Cong.). 

The Council members, as provided by the statute, are— 

The Secretary of the Treasury, Robert B. Anderson, Chairman 
The Secretary of State, John Foster Dulles 
The Secretary of Commerce, Lewis L. Strauss 
The Chairman of the Board of Governors of the Federal Re- 
serve System, William McChesney Martin, Jr. 
The President and Chairman of the Board of Directors of the 
Export-Import Bank, Samuel C. Waugh 
By agreement, the following serve as alternates: 
. Graydon Upton, Assistant Secretary of the Treasury 
C. Douglas Dillon, Under Secretary of State for Economic 
Affairs 
Henry Kearns, Assistant Secretary of Commerce for Inter- 
national Affairs 
M. S. Szymcezak, member of the Board of Governors of the 
Federal Reserve System 
Lynn U. Stambaugh, First Vice President and Vice Chairman 
of the Board of Directors of the Export-Import Bank 
Others who participate in the work of the Council are the United 
States Executive Director of the International Monetary Fund and 
the International Bank for Reconstruction and Development (also 
Director of the International Finance Corporation) as well as their 
alternate; also, the Director of the International Cooperation Admin- 
istration, the Managing Director of the Development Loan Fund, and 
representatives of the Bureau of the Budget and Department of Agri- 
culture. . In addition, representatives of other agencies take part on 
issues in their field of interest. 

The International Finance Corporation Act (Public Law 350, 84th 
Cong.) provides that the provisions of section 4 of the Bretton Woods 
Agreements Act (the section establishing the Council) shall apply with 
respect to the Corporation to the same extent as to the International 
Bank for Reconstruction and Development. 

In addition to requiring the Council to submit reports to the Presi- 
dent and the Congress on United States participation in the Interna- 
tional Bank, the International Monetary Fund and other agencies 
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making or participating in making foreign loans or engaging in foreign 
financial, exchange, or monetary transactions, as well as on their oper- 
ations and policies, the Bretton Woods Agreements Act (sec. 4(b)) 
provides that— 

(1) The Council, after consultation with the representatives 
of the United States on the Fund and the Bank, shall recommend 
to the President pan policy directives for the guidance of the 
representatives of the United States * * *. 

(2) The Council shall advise and consult with the President 
and the representatives of the United States on the Fund and the 
Bank on major problems arising in the administration of the 
Fund and the Bank. 

(3) The Council shall coordinate, by consultation or otherwise, 
so far as is practicable, the policies and operations of the repre- 
sentatives of the United States on the Fund and the Bank, the 
Export-Import Bank of Washington and all other agencies of the 
Government to the extent that they make or participate in the 
making of foreign loans or engage in foreign financial, exchange, or 
monetary transactions. 

(4) Whenever, under the articles of ement of the Fund or 
the articles of agreement of the Bank, the approval, consent, or 
agreement of the United States is required before an act may be 
done by the respective institutions, the decision as to whether such 
approval, consent, or agreement, shall be given or refused shall 
(to the extent such decision is not prohibited * * *) be made 
by the Council, under the general direction of the President. * * * 

“4 and (6) * * * [Provisions concerning requirement to re- 

ort. 
: (7) The Council shall make such reports and recommendations 
to the President as he may from time to time request, or as the 
Council may consider necessary to more effectively or efficiently 
accomplish the purposes of this act or the purposes for which the 
Council is created. 

The Council does not have a separate budget. The Members of the 
Council hold their official positions ex officio and, therefore, do not 
receive any extra compensation for their membership in the Council. 
The staff committee of the Council consists of representatives of the 
various agencies who meet on call of the Secretariat. They do not 
receive any additional compensation. The Secretariat of the Council 
is part of the Treasury Department and also does not receive extra 
compensation. 


OTHER ORGANIZATIONS 


UNITED NATIONS SPECIAL FUND 


In December 1957, the Genera! Assembly of the United Nations 
unanimously adopted Resolution 1219 (XII) (see p. 141 for text), 
deciding to establish a Special Fund and providing for a Preparatory 
Committee to define the basic fields of assistance and the adminis- 
trative and operational machinery of such Fund, as well as to ascertain 
the extent of contributions. Subsequently, after the Preparatory 
Committee’s report had been submitted and considered, on October 14, 
1958, the General Assembly of the United Nations, in plenary session, 
adopted Resolution 1240 (XIII) (for text of resolution, see pp. 135— 
140), establishing a Special Fund— 


to Sekar systematic and sustained assistance in fields essential to the integrated 
technical economic and social development of the less developed countries, 


Upon the adoption of the resolution deciding to establish the Fund, 
Hon. Walter Judd, who was then U.S. representative to the U.N., . 
made a statement in which he describes the nature of the Special 
Fund as follows: 

* * * the Assembly in the resolution passed last night has accepted the United 
States view that it is unwise to create a multimillion dollar capital development 
fund at this time. Sufficient contributions simply are not available to secure 
the success of such a project. The Assembly has recognized that it would be 
illusory to establish an international economic development fund now, whose 
resources would be entirely inadequate to do the job it was intended to do; this 
would be creating structure without substance. 

What we have set up is a fund of limited objectives but one that is directed 
toward doing an important and vital job in paving the way for economic develop- 
ment which can come through capital from all sources—private and public, 
national and international. * * * 

The Special Fund was designed to meet the need for a type of tech- 
nical assistance often involving a region rather than a single country 
and requiring more sustained support of a nature that the Expanded 
Technical Assistance Program of the United Nations could not and 
was not designed to furnish. Although established as a separate 
entity, the Special Fund and the Expanded Program are intended 
to coordinate very closely. While the Special Fund will not provide 
capital for investment in capital items or in immediate income-produc- 
ing facilities, it will undertake projects basic to the effective develop- 
ment of income-producing facilities. 

The Fund will acdiat projects in the following fields: resources (in- 
cluding manpower), industry (including handicrafts and cottage indus- 
tries), iculture, transport and communications, building and 
housin “health, education, statistics, and public administration. The 
form of the project may vary; it may be one or a combination of the 
following: surveys, research and training, demonstration (pilot proj- 
ects) and may be carried out by the provision of staff, experts, equip- 
ment, supplies, and services as well as the establishment of institutes, 
demonstration centers, plants or works, and even fellowships. 
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Assistance will be on a grant basis, although the resolution estab- 
lishing the Special Fund authorizes the Governing Council— 


to consider allocating part of the resources of the Special Fund for assistance on a 
refundable basis at the request of governments for projects within the terms of 
reference of the Fund (pt. B of resolution). 


At a meeting of the Economic and Social Council on July 18, 1958, 
the permanent U.S. representative on the Council, Christopher H. 
Phillips, said concerning this provision: 

There was some difference of opinion on whether the Fund should make some 
of its resources available on a loan basis. The [Preparatory] Committee’s recom- 
mendation (identical to P ag ova quoted above) represented a compromise on 
that question. The U.S. Government interpreted that paragraph as meaning 
that none of the Fund’s resources would be set aside for loan purposes but that 
the Governing Council would be at liberty to consider explicit requests from 
governments that assistance for specific projects should be on a loan basis. 


The Fund will derive its financial resources from voluntary contri- 
butions. Those who may participate are members of the United 
Nations, the Specialized Agencies or the International Atomic Energy 
Agency. In addition, it may receive donations from nongovernmental 
sources. 

As of January 1, 1959, pledges had been received from 48 nations, 
excluding the United States, in the amount of $11,516,207. The 
United States is limited by law (sec. 204(b)(2) of Public Law 85-477) 
to making a contribution “not to exceed 40 per centum of the total 
amount contributed for such ose for each * * * year.” The 
Mutual Security Act of 1958 Pub ic Law 85-477) authorized to be 
appropriated $20 million for the United Nations Expanded Program 
of Weokenioal Assistance and such related fund as may be established. 

The Special Fund has just begun operations, the Governing Council 
having held its first meeting January 26, 1959. 


INTER-AMERICAN DEVELOPMENT BANK 


Early in January, upon a call by the Inter-American Economic and 


Social Council, the United States and the other American Republics 
met to discuss a new inter-American development bank. Negotia- 


tions are currently going on and the President, in his Budget Message 
of January 19, 1959, said: 


_ This negotiation may result in a later request for legislation permitting United 
States participation in such an institution. 


- The principal United States views on the proposed bank, which 
Ni been transmitted to the Latin American Governments, are as 
OLLOWS: 


I.—The U.S. Government has been giving intensive study to the best means for 
establishing an inter-American institution, which would— 
upport Latin American economic development; 
B. Serve as an instrument for economic cooperation genuinely inter- 
American in character; and 
C. Inspire confidence in the long-run technical and economic soundness 
of the institution, which is essential to its future growth. 

II.—The United States believes that in order to assure the success of an inter- 
American financial institution, its policies and operations should be based on the 
following principles: 

A. The primary funds administered by the institution should be used for loans 
repayable in the currency that is lent (i.e. “hard loans”). Such funds as would 
be administered by the institution on the basis of repayment in the currency of 
the borrower (i.e. “soft loans”) should play a secondary role, and these funds 
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should be kept separate so as to avoid any impairment of the institution’s credit 
in capital markets. 

B. Contributions for both “hard” operations and ‘‘soft’’ operations should 
come from all the Ameritan Republics. The voting power of each member 
should be roughly proportional to its capital contribution. 

C. In the case of “‘soft’’ operations, the United States recognizes the limited 
extent to which the Latin American countries will probably be able to contribute 
and the United States is willing to accept majority contribution and majority 
vote for this part of the institution’s operations. 

D. The capitalization should take account of the limited capacity of Latin 
American countries to contribute gold or dollars to the paid-in capital. There- 
fore, a reasonable portion of contributions from Latin American countries for 
both “hard” and “soft” operations should be payable in local currencies. 

E. Payment of subscriptions should be spread over a reasonable period of 
years since the institution will require some time before it can begin large-scale 
operations, and it is desirable to maximize the capitalization without, however, 
undue financial strain on contributing governments during any given year. 

F. A portion of the total subscribed capital should be in the form of a contingent 
liability on member governments to meet possible obligations of the institution. 
If the institution is soundly administered, this callable capital might enable the 
institution, in time, to raise capital in private markets. 

III.—The United States considers that the institution should play an effective 
role in providing technical assistance to member governments in various ways, 
including assistance in development planning, the selection of development 
priorities and the preparation of projects. 
wee outline of the suggested capital structure is shown in the following 

e. 
Outline of Inter-American Development Banking Institution 


[Figures in millions of dollars] 
I. For ordinary loans (for “‘hard”’ o tions): ! 
A. Pai in capital (payable 44 on organization; the balance in subsequent insta) ]- Initial 
Latin America (local currency)... 100 3334 
B. Callable capital (callable only to meet obligations): 
150 
Il. For special loans (for “‘soft’’ operations): ! 
contribution Commitment 
Latin America 12.5 12.5 25 
Latin America 12.5 12.5 25 
1II. Summary: 
1959 Later Total 
U.S. contribution 
400 
Latin American contribution: 
Paid in: 
OF 62. 5 112.5 175 
450 


' Voting rights for each type of operation would be roughly proportional to contributions. 
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APPENDIX 


I.—Membership and quotas in the International Monetary Fund and membership 
and subscriptions in the International Bank for Reconstruction and Development, 
as of Dec. 31, 1958 

(Expressed in millions of U.S. dollars] 


Fund Bank Fund Bank 
Member quota | subscrip- Member quota | subscrip- 
tion tion 
180.0 180.0 
10.0 10.0 250. 0 250. 0 
150.0 150.0 
200. 0 200. 0 3.0 3.0 
12.5 12.5 
Bolivia, 10.0 7.0 5.0 5.0 
10.0 10.0 
300. 0 325.0 90.0 65.0 
35.0 35.0 
15.0 15.0 275.0 275.0 
550. 600. 0 7.5 3.0 
50.0 50.0 
50.0 35.0 100.0 100. 0 
7.5 1.4 
68.0 68.0 25.0 17.5 
10.0 4.0 
10.0 6.4 15.0 15.0 
10.0 10.0 
7.5 1.0 100.0 100.0 
6.0 3.0 
38.0 38.0 10.0 10.0 
100. 0 100. 0 
525.0 525.0 12.5 12.5 
15.0 15.0 
330.0 330.0 12.0 12.0 
43.0 43.0 
40.0 25.0 100.0 100. 0 
5.0 2.0 
7.5 2.0 
60.0 53.3 
7.5 1.0 6.5 6.5 
1.0 1.0 
400.0 400.0 1, 300. 0 1, 300. 0 
750. 0 3, 175.0 
110.0 110.0 15.0 10.5 
35.0 33.6 
8.0 6.0 15.0 10.5 
12.5 12.5 
30.0 30.0 60.0 40.0 


: 
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II. Membership and subscriptions in the International Finance Corporation, as of 
Dec. 81, 1968 


Ecuador 
Egypt (United Arab Republic) - 
Ivador 


~ 
Bs w28 


[In thousands of U.8. dollars} ma 
Member Subserip- Member Subserip- — 
tion tion 


COMPARATIVE CHART OF THE ORGANIZATION, PURP( 


Organization Members Date came | Statutory authority for Purpose 
into existence U.8. participation 
1. International Bank anistan, Argentina, Australia, | Dec. 27,1945 | Bretton Woods To assist in the reconstruction and dev 
for ustria, Belgium, Bolivia, Brazil, ments Act, Public | of its member countries by facili 
and Development. Burma, Canada, Ceylon, Chile, Law 171, 79th Cong investment of capital for productive 
China, Colombia, Costa Rica, Cuba, and thereby promote the long-ran 
Denmark, Dominican Republic, of international trade and the impro 
Ecuador, El Salvador, Ethiopia, standards of living. 
Finland, France, Ghana, Germany To make loans for productive purpose: 
(Western), Greece, Guatemala, own funds when private capital is 
Haiti, Honduras, Iceland, India, able on reasonable terms. 
Indonesia, Iran, bane, To promote private foreign investmen 
Israel, Italy, Japan, J , Korea, antees of and participation in | 
Lebanon, Libya, Luxembourg, investments made by private 
Malaya (Federation of), Mexico, (This power has never been used and 
Morocco, Netherlands, Nicaragua, indicates that its use is not contemp! 
Norway, Pakistan, Panama, Para- it has found other and, in its view, 1 
guay, eru, Philippines, Saudi tive ways of enlisting the support 
8 , Sudan, Sweden, investors, namely, (1) by bringin 
Thailand, ia, Turkey, Union Money into the Bank’s operation 
of South Africa, United Arab Re- large wing on the market; (2) 
blic (E t and Syria), United its loans or parts of loans to private 
: dom, United States, Uraguay, and (3) by making loans very often ¢ 
& Venezuela, Vietnam, and Yugo- joint operation whereby the countr 
Slavia. on the market taneously when 
& Bank loan.) 
2. International Mone- |Same as in ‘the International Bank | Dec. 27, 1945 |_____ i ee 1. To promote international monetary 
tary Fund. for ction and Develop- tion throvgh a permanent instituti 
ment. provides the machinery for consult: 
on in monet 
ms. 

2. To facilitate the expansion and 
growth of international trade, an 
tribute thereby to the promotion an 
nance of high levels of employment 
income and to development of 
ductive resources of all members as 
objectives of economic policy. 

3. To promote exchange stability, to 
orderly exchange arrangements amc 
bers, and to avoid competitive exc! 
preciation. 

4. To assist in the establishment of 
lateral system of payments in respe 
rent transactions between member 
the elimination ‘of foreign exchange re 
which hamper the growth of world 1 

5. To give confidence to members by} 
the Fund’s resources available to th: 
adequate yards, thus providi 
with opportunity to correct maladj 
in their ance of payments witho 
ing to measures destructive of na 
international prosperity. 

' 6. In accordance with the above, to sh 
: duration and lessen the degree of d 
rium in the international balances 
ments of members. 
3. International Fi- | Afghanistan, Australia, Austria, Bel- | July 24,1956 | International Finance | (1) In association with investors 
nanceCorporation. gium Bolivia Brazi], Burma, Can- Corporation Act financing the establishment, impr 
ada, Ceylon, Chile, Colombia, Costa Public Law 350, 84th and expansion of productive priv: 
Rica, Cuba, Denmark, minican prises which would contribute to the 
epublic, Ecuador, Egypt (United ment of its member countries by m 
Arab Republic), El Salvador, vestments without guarantee of repa 
Ethiopia, * ce, Ger- the member government concerned 
many (Western), Ghana, Greece, where sufficient private capital is 1 
Guatemala, Haiti, Honduras, Ice- able on reasonable terms; 
land, India, Indonesia, Iran, Iraq, (2) Seek to bring together investme! 
Ireland, Israel, Italy, Japan, Jordan, tunities, domestic and foreign privat 
Lebanon, Libya, Luxembourg, and experienced management; and 
Malaya (Federation of), Mexico, (3) Seek to stimulate, and to help cre: 
Netherlands, Nicaragua, Norway, tions conducive to, the flow of privat 
Pakistan, Panama, Paraguay, Peru, domestic and foreign, into producti: 
Philippines, Sweden, Thailand, ment in member countries. 
Turkey, Union of South Africa, 
Uni Kingdom, United States, 
4. Export-Import Bank United States 1 Originall Executive Order 6581 | To aid in financing and to facilitate 
Im: y xecutive er ‘0 in ing an ex) 
; " created under authorit imports and the exchange of con 
Feb. 12, in Nation between the United States or any of 
Pe 1984. Industrial Recovery | tories or insular possessions and an 
o Act] created the first country or the agencies or nationals 1 
Export-Import Bank. 
Reincorporated 
der a Federal charter 
June 9, 1947 (Public 
w 89, 80th Cong.). 
Life extended from 
‘ time to time. Last 
extension (Public 
Law 85-55 of the 85th 
Cong.) extended the 
life of the Bank to 
June 30, 1963. 
5, Development Loan | United states only..--..------..-..... Mutual Security Act | To strengthen friendly foreign countri 
. of 1957 6, Public couraging the development of their 
Law 141, 85th through a competitive free enterpris 
Cong.), as amended to minimize or eliminate barriers to 
by the Mutual Se- of private investment. capital and 


« j 
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RPOSE, AND FINANCING OF CERTAIN LENDING AGENCIES 


Total capital- 
ization 


U.S. quota 


U.S. method of financing 


Interest charges on loans 


d development 
facilitating the 
ctive purposes 
range growth 
mprovement of 


‘poses out of its 
al is not avail- 


tment by guar- 
in loans and 
ate investors. 
d and the Bank 
emplated, that 
iew, More effec- 

t of private 
‘inging private 
ations through 
; (2) by selling 
ivate investors; 
ften as tofa 
yuntry ws 
when receiving 


netary 

titution which 
msultation and 
monetary prob- 


cur- 


ers by making 
to them under 
roviding them 
naladjustments 
without resort- 
of national or 


, to shorten the 
e of disequilib- 
lances pay- 


pestors, assist in 

improvement, 
private enter- 
to the develop- 
by making in- 
of repayment by” 
cerned, in cases 
tal is not avail- 


restment oppor- 
private capital, 
and 


lp create condi- 
‘private capital, 
oductive invest- 


tate exports and 
of commodities 
of 
and any fore: 
ionals thereof. 


bountries by en- 
their economies 
terprise system; 
iers to the flow 


interna. 


$9,510,400,000 (as 


of Dec. 31, 1958) 


9,193,000,000 (as 


of . 31, 1058) 


(as of 
. 31, 1958) 


7,000,000,000 (as 


of Jan. 15, 1959, 


outstanding was 
$5,004,957,668) 


700,000,000 appro- 


priated to date, 
to remain avail- 
able until 

expended 


$3, 175, 000, 000 


2, 750, 000, 000 


35, 168, 000 


All United 
States 


All United 
States 


The 


At their 13t 


The pro 


Subscribed capital is divided into 3 parts: (1) 2 


percent paid in gold or dollars; (2) 18 percent 
paid in the local currency of the member 
country; and (3) 80 percent not paid in and not 
available for use in the lending operations of 
the Bank but subject to call and use only if 
required to meet the Bank’s obligations. The 
United States paid in $635,000,000 (20 percent 
of its quota); the balance of its subscription, 
$2,540,000,000 is subject to call and-would come 
from money raised by the sale of Government 
securities as a public debt transaction. No 
congressional appropriation is needed to secure 
these funds. 


At the 13th annual meeting in New Delhi in 


October 1958 of the Governors of the Interna- 
tional Monetary Fund and the International 
Bank for Reconstruction and Development, 
Secretary of the Treasury Robert B. Anderson 
(the U.S. Governor) took the initiative oo 
g large-scale increases in the capital of the 
ank and of its sister institution, the Interna- 
tional Monetary Fund. Asaresult, the Boards 
of Governors of both institutions requested the 
Executive Directors to submit proposals for an 
increase in resources. Proposals were mailed 
to the Governors of both institutions on Dec. 
22, 1958. In the case of the Bank, the proposal 
is to double its capital without calling for any 
cash payment. For the United States, the 
amount ofits uncalled subscription to the Bank 
would rise from $2,540,000,000 to $5,715,000,000, 
which should enable the Bank to berrow in 
forthcoming years the large sums required to 
sustain its likely level of lending operations. 
The Governors are asked to give their tenta- 
tive approval by February 1959, although the 
final vote is not due until September 1959 to 
allow for the necessary legislation. Present 
Treasury thinking is that the larger U.S. 
obligation would be financed as a public debt 
transaction in agg? the same way as the origi- 
nal commitment, which would not require an 
appropriation but would require an amend- 
ment of the Bretton Woods Agreements Act 
of 1945 by the insertion of new amounts. 


The Bretton Woods Agreement provided that 
the country quotas should be paid one-fourth | 
in gold and three-fourths in the currency of the 


member country. The United States made 
payment of its subscription as soon as it be- 
came a member. 


The act authorizing the United States to become 


a@ member provided for payment of $1,800,- 
000,000 from a fund established by the Gold 
Reserve Act of 1934 (U.S.C., title 31, sec. 
822a). (The Treasury Department states this 
represented profits from the gold devaluation 
of 1933.) The balance of the U.S. subscription 
was authorized paid from the proceeds of 
securities issued under the Second Liberty 
Bond Act as a public debt transaction. 


vided that a Bs 

of a member’s quota might be put in the 
of non-interest-bearing demand notes which 
the Fund could cash whenever it needed the 
money. As of Noy. 30, 1958, the outs 
amount of non-interest-bearing notes of the 
United States was $687,000,000. ~ 

present —— of members were established 
in 194 a based largely om prewar data. 
Since. then the volume of international trade 
and financial transactions has substantially 
increased so that the present quotas represent 
a smaller ntage of such transactions. 
annual meeting, the Governors of 
the Fund and the International Bank re- 
quested the Executive Directors of these insti- 
tutions to submit proposals for an increase in 
resources for action by the Board of Governors. 
The Executive Directors have now recom- 
mended increases and the Governors are to 
vote thereon prior to Feb. 1, 1959. If ap- 
proved, the member governments will have 
— September 1959 to declare their inten- 
tions. 


The articles of agreement 


d increase in Fund quotas is 50 per- 
cent of present quotas, with 25 percent pavable 
in gold. According to this, the present United 
States quota of $2,750,000,000 would thus be 
increased by $1,375,000,000. 


Present Treasury thinking is that the U.S. 


increase would be financed as a public debt 
transaction which would not require an appro- 
priation but would require an amendment of 
the Bretton Woods Agreements Act of 1945 
by the insertion of new amonnts. 


The United States subscription is $35,168,000, 


pavment of which was thorized by the Inter- 
national Fimance Corporation Act (Public 
Law 350, 84th Cong., approved Aug. 11, 1955) 
from the proceeds of securities issued under 
the Second Liberty Bond Act as a public debt 
transaction. 


The authoriged capital stock is $1,000,000,000, 


subscribed by the United States and held by 
Treasury. 4 addition, the Bank is authorized 
to issue for purchase b the Secretary of the 
Treasury notes and other obligations in the 
aggregate amount of $6,000,000,000, for whose 
purchase the Secretary of the Treasury is au- 
thorized to use as a publie debt transaction pro- 
ceeds of securities issued under the Second 
Liberty Bond Act. The aggregate amount of 
loans, guarantees, and insurance which the 
Bank is authorized to have outstanding at any 
one time is $7,000,000,000. 

The administrative expenses of the Bank are 
paid out of the Bank’s earnings. Congress 
places a limitation on the extent to whieb such 
expenses may be paid out of earnings. This 
limitation ig reviewed by Congress annually. 
The limitation for fiscal year 1959 is $2,055,900, 
plus tke proposed increase in limitation due to 
pay increases of $160,447, and, in addition, 

000 of the amount of foreign currencies 
made available to the Bank was authorized 
available for expenses incurred by the Bank in 
foreign countries incident to the Cooley 104(e) 
loans. 


In 1957 and 1958 funds were authorized and 


Congress for this purpose. 
to remain available until 


expended. and loans are ma te on the basis of a 


At any one time, the rate of interest charged is 
the same for all borrowers. The rate varies 
and is established upon the recommendation 
of the Bank’s President and approval by the 
Board of Directors. Determination of the 
rate charged depends or 3 factors: (1) The 
rates in the main capital markets in which the 
Bank sells its bonds; (2) a commission charge 
of 1 percent on loans, and (3) 4 of 1 percent 
(rounded) bot ay for administrative expenses 
and overhead. The current rate is 534 per- 
cent, but in the past the rate has varied from 
4% to 6 percent. 


Borrowers from the Fund pay certain charges 

on amounts borrowed as follows: 

1. 4% of 1 percent on the total amount drawn. 

2. On amounts drawn up to 50 percent of 
the member’s quota in excess of the 
member’s gold contribution te the 
Fund, there is no charge for the Ist 
3 months after the drawing, and 2 per- 
cent per annum is charged for the next 
15 months. 

3. On amounts drawn between 50 and 75 per- 
cent of the member’s quota in excess of 
the member’s gold contribution to the 
Fund, there is no charge for the Ist 
3 months after the drawing, and 2 per- 
cent per annum is charged for the next 
9 months. 

4. On amounts drawn between 75 and 100 
percent of the member’s quota in excess 
of the member’s gold contribution to 
the Fund, there is no charge for the Ist 
3 months after the drawing, and 2 per- 
cent per annum is charged for the next 
3 months. 

5. After 2 percent is charged in accordance 
with paragraphs 2, 3, and 4 above, the 
charges rise at the rate of 44 of 1 percent 
for each 6 months during which the 
money is retained. 

Charges were originally established by the Arti- 
cles of Agreement (art. V, sec, 8). Changes 
may be made in them by a % majority of 
the total voting power. he charges set 
forth above are current 4 


Unlike the International Bank and the Inter- 
national Monetary Fund, the International 
Finance Corporation does not have a stand- 
ard rate of interest or charges which applies 
to all of its borrowers at any one time. In- 
stead, the interest rate is negotiated, along 
with the other terms, each time an invest- 
ment is made. In addition to interest 
charges, the Corporation may retain the 
right to participate in the profits as well as 
in the growth of the business. Of the com- 
mitments outstanding as of Sept. 10, 1958, 
9 provided for interest at 7 percent and 2 at 
6% percent; in addition, 7 of the investments 
provided for participation in the profits and 
10 contained an option on shares. 


The interest rates charged berrowers by the 
nk are dependent upon the interest rates 
charged by the U.S, Treasury on the Bank’s 
borrowings. (The current payments on the 
Bank’s borrowings to the U.S. Treasury are 
on a 4 percent basis; the rate is determined 
by the U.S. Treasury on the Ist day of each 
month for the ensuing month based on its 
— yield rates for medium term oblige- 
tions. 

In determining interest rates to be charged on 
loans, the Bank will take into consideration 
the nature of the loan and the extent of credit 
risks to be assumed by the Bank as affected 
by such guarantees as may be offered, as well 
as prevailing U.8. commercial and Govern- 
ment rates. The rates charged are coordi- 
nated with the recommendations of the 
National Advisory Council. Interest is 
computed on the outstanding balance. 

The current interest rates charged on exporter 
credits range from 534 to 6 percent; to govern- 
ments and with government guarantees, 
from 5 to 54% percent, and special considera- 
tion is given to and lower rates are established 
for short term commodity credits. In the 
case of the foreign currency loans made b 
the Bank pursuant to the Cooley amend- 
ment to Public Law 480, interest rates com- 
pare to those currently In effect in the foreign 
country. 


The interest rate on the Fund's loans are 


negotiated, along with other terms, each 
time a loan is made. Hon, Dempster Mc- 
Intosh, Manager of the 
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2. International Mone- 
tary Fund. 


3. International Fi-4 
nance Corporation, 


4. Export-Import Bank. 


5, Developraant Loan 


Oroce 


Thailand,” 


Kingdom, 


Lebanon, Li 
Mala: 
Netherlands, 


of South Africa, United Arab Re- 


Afghanistan 

Bolivia, Braet Brazi], Burma, Can- 
ylon, Chile, Colombia, Costa 
iuba, Den: 


tea, mark, min 
Republic, Ecuador, Egypt CUnived 
Arab Republic), El Salvador, 

Ethiopia, Finland, ce 
y es ), , Greece, 
Guatemala, Haiti, Honduras, Ice- 
land, India, Indonesia, Iran, Iraq, 
Treland, Israel, Italy, Japan, Jordan, 


ya (Federation of), Mexico, 


Philippines, Saudi 
, Sudan, § 
Turkey, Union 
and Syria), United 


International 
and 


ustralia, Austria, Bel- 


bya, Luxembourg, 


Nicaragua, Norway, 


Dee. 27, 1945 


July 24, 1956 


Originally 
created 
Feb. 12, 
1984. 


International Finance 
Corporation Act 


Law 350, 84th 


Executive Order 6581 
funder authority 
found in National 
Industrial Recovery 
Act] ereated 


time to time. Last 
extension (Public 
Law 85-55 of the 85th 
Cong.) extended the 
life of the Bank to 
June 30, 1963, 


Cone: ), as 
by the Mutual Se- 

curity Act of 1058 
(seo, 203, Public Law 
85-477, 85th Cong.). 
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(as of 
. 31, 1958) 


7,000,000,000 (as 
of Jan. 15, 1959, 
the amount 
of loans, 
guarantees, 
and insurance 
outstanding was 
$5,004,957,668) 


700,000,000 appro- 
priated to date, 
to remain avail- 
able until 
expended 
($1,125,000,000 

ad bee: 


nm 
authorized). 
(As of Dec. 31, 
1958, $1,250,000 
represented the 
ministrative 
expense limita- 
tion and total 
commitments 
outstanding 
amounted to 
$638,706.) 


2, 750, 000, 000 


35, 168, 000 


All United 
States 


All United 
States 


At the 13th annual meeting in New Dethi in 
October 1958 of the Governors of the Interna- 
tional Monetary Fund and the International 
Bank for Reconstruction and Development, 
Secretary of the Treasury Robert B. Anderson 
(the U.S. Governor) took the initiative in oom 
— large-scale increases in the capital of the 

ank and of its sister institution, the Interna- 
tional Monetary Fund. Asaresult, the Boards 
of Governors of both institutions requested the 
Executive Directors to submit proposals for an 
increase in resources. Proposals were mailed 
to the Governors of both institutions on Dec. 
22, 1958. In the case of the Bank, the proposal 
is to double its capital without calling for any 
cash payment. For the United States, the 
amount of its uncalled subscription to the Bank 
would rise from $2,540,000,000 to $5,715,000,000, 
which should enable the Bank to berrow in 
forthcoming years the large sums required to 
sustain its likely level of lending operations. 
The Governors are asked to give their tenta- 
tive approval by February 1959, although the 
final vote is not due until September 195? to 
allow for the necessary legislation. Present 
Treasury thinking is that the larger U.S. 
obligation would be financed as a public debt 
transaction in exactly the same way as the origi- 
nal commitment, which would not require an 
appropriation but would require an amend- 
ment of the Bretton Woods Agreements Act 
of 1945 by the insertion of new amounts. 

The Bretton Woods Agreement provided that 
the country quotas should be paid one-fourth 
in gold and three-fourths in the currency of the 
member country. The United States made 
payment of its subscription as soon as it be- 
came member, 

The act authorizing the United States to become 
@ member provided for payment of $1,800,- 
000,000 from a fund established by the Gold 
Reserve Act of 1934 (U.S8.C., title 31, sec. 
822a). (The Treasury Department states this 
represented profits from the gold devaluation 
of 1933.) The balance of the U.S. subscription 
was authorized paid from the procee of 
securities issued under the Second Liberty 
Bond Act as a public debt transaction. 

The articles of agreement peoviied that a 
of a member’s ss might be put in the form 
of non-interest-bearing demand notes which 
the Fund could cash whenever it needed the 
money. As of Nov. 30, 1958, the outstanding 
amount of non-interest-bearing notes of the 
United States was $687,000,000. 2 

uotas of members were established 
in 1944 and based largely on prewar data. 
Since. then the volume of international trade 
and financial transactions has substantially 
increased so that the present quotas represent 
a smaller pare of such transactions, 

At their 13th annual meeting, the Governors of 
the Fund and the International Bank re- 
quested the Executive Directors of these insti- 
tutions to submit proposals for an increase in 
resources for action by the Board of Governors. 
The Executive Directors have now recom- 
mended increases and the Governors are to 
vote thereon prior to Feb. 1, 1959. If ap- 
proved, the member governments will have 
until September 1959 to declare their inten- 
tions. 

The pro increase in Fund quotas is 50 per- 
cent of present quotas, with 25 percent pavable 
in gold. According to this, the present United 
States quota of $2,750,000,000 would thus be 
increased by $1,375,000,000. 

Present Treasury thinking is that the U.S, 
increase would be financed as a public debt 
transaction which would not require an appro- 
priation but would require an amendment of 
the Bretton Woods Agreements Act of 1945 
by the insertion of new amounts. 

The United States subscription is $35,168,000, 
pavment of which was athorized by the Inter- 
national Finance Corporation Act (Public 
Law 350, 84th Cong., approved Aug. 11, 1955) 
from the proceeds of securities issued under 
the Second Liberty Bond Act as a public debt 
transaction. 


The authorized capital stock is $1,000,000,000, 
subscribed by the United States and held by 
Treasury. In addition, the Bank is authorized 
to issue for purchase by the Secretary of the 
Treasury notes and other obligations in the 
aggregate amount of $6,000,000,000, for whose 
purchase the Secretary of the Treasury is au- 
thorized to use as a public debt transaction pro- 
ceeds of securities issued under the Second 
Liberty Bond Act. The aggregate amount of 
loans, guarantees, and insurance which the 
Bank is authorized to have outstanding at any 
one time is $7,000,000,000. 

The administrative expenses of the Bank are 
paid out of the Bank’s earnings. Congress 
places a limitation on the extent to whieh such 
expenses may be paid out of earnings. This 
limitation is reviewed by Congress annually. 
The limitation for fiscal year 1959 is $2,055,000, 
plus the proposed increase in limitation due to 
pay increases of $160,447, and, in addition, 
$200,000 of the amount of foreign currencies 
made available to the Bank was authorized 
available for expenses incurred by the Bank in 
foreign countries incident to the Cooley 104(e) 
loans. 


In 1957 and 1988 funds were suthorized and 
appropriated by Congress for this purpose. 
These funds are to remain available until 
expended, and loans are made on the basis of a 
commitment to repay by the borrower. The 
President in his budget message of Jan. 19, 1959, 
recommended a supplemental appropriation 
for fiscal year 1959 of $225,000,000 and a new 

obligational authority of $700,000,000 for fiscal 

1960. 


Borrowers from the Fund pay certain 

on amounts borrowed as follows: 

1, of 1 percent on the total amount drawn. 

2. On amounts drawn up to 50 percent of 
the member’s quota in excess of the 
member’s gold contribution to the 
Fund, there is no charge for the ist 
3 months after the drawing, and 2 per- 
cent per annum is charged for the next 
15 months. 

3. On amounts drawn between 50 and 75 per- 
cent of the member’s quota in excess of 
the member’s gold contribution to the 
Fund, there is no ¢harge for the ist 
3 months after the drawing, and 2 per- 
cent per annum is charged for the next 
9 months. 

4. On amounts drawn between 75 and 100 
percent of the member’s quota in excess 
of the member’s gold contribution to 
the Fund, there is no charge for the Ist 
3 months after the drawing, and 2 per- 
cent per annum is charged for the next 
3 months. 

5. After 2 percent is charged in accordance 
with phs 2, 3, and 4 above, the 
charges rise at the rate of 4 of 1 percent 
for each 6 months during which the 
money is retained. 

Charges were originally established by the Arti- 
cles of Agreement (art. V, sec. 8). Changes 
may be made in them by a % majority of 
the total voting power. The charges set 
forth above are the current charges. 


Unlike the International Bank and the Inter- 
national Monetary Fund, the International 
Finance Corporation does not have a stand- 
ard rate of interest or charges which applies 
to all of its borrowers at any one time. In- 
stead, the interest rate is negotiated, along 
with the other terms, each time an invest- 
ment is made. In addition to interest 
charges, the Corporation may retain the 
right to participate in the profits as well as 
in the growth of the business. Of the com- 
mitments outstanding as of Sept. 10, 1958, 
9 provided for interest at 7 percent and 2 at 
6% percent; in addition, 7 of the investments 
provided for participation in the profits and 
10 contained an option on shares. 


The interest rates charged borrowers by the 
nk are dependent upon the interest rates 
charged by the U.S, Treasury on the Bank’s 
borrowings. (The current payments on the 
Bank’s borrowings to the U.S. Treasury are 
on & 4 percent basis; the rate is determined 
by the U.S. Treasury on the Ist day of each 
month for the ensuing month based on its 
market yield rates for medium term obligs- 
tions.) 

In determining interest rates to be charged on 
loans, the Bank will take into consideration 
the nature of the loan and the extent of credit 
risks to be assumed by the Bank as affected 
by such guarantees as may be offered, as well 
as prevailing U.8. commercial and Govern- 
ment rates. The rates charged are coordi- 
nated with the recommendations of the 
National Advisery Council. Interest is 
computed or the outstanding balance. 

The current interest rates charged on exporter 
credits range from 5% to 6 percent; to govern- 
ments and with government guarantees, 
from 5 to 544 percent, and special considera- 
tion is given te and lower rates are este biished 
for short term: commodity credits. }5 the 
case of the foreign currency loans made ~ 
the Bank pursuant to the Cooley amend- 
ment to Public Law 480, interest rates com- 
pare to those currently in effect in the foreign 
country. 

The interest rate on the. Fund’s loans are 
negotiated, along with other terms, 
time a joan is made. Hon. Denipster Me- 
Intosh, Manager of the Fund, in an address 
in Chicago, Il., om Dee, 11, 1958, said in 
camps with interest rates charged by the 

una: 

“Currently, the interest rate on loans for such 
basic facilities as roads, harbors, railroads 
and inuitipurpose dams is 34 percent * * * 

“On loans for profit-earning projects, such as 
manufacturing or extractive enterprises, 
interest rates and maturity Will generally 
follow Ex -Import terms on similar 
projects. urrent interest rates are about 
534 percent, depending on the current interest 
rate in the United States * * *.” 
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TEXT OF 
ARTICLES OF AGREEMENT OF THE INTERNATIONAL 
BANK FOR RECONSTRUCTION AND DEVELOPMENT 


The Governments on whose behalf the present Agreement 
is signed agree as follows: 


INTRODUCTORY ARTICLE 


The International Bank for Reconstruction and Develop- 
ment is established and shall operate in accordance with the 
following provisions: 


ArtTIcLE I 
PURPOSES 


The purposes of the Bank are: 


(i) Toassist in the reconstruction and development of terri- 
tories of members by facilitating the investment of 
capital for productive purposes, including the restora- 
tion of economies destroyed or disrupted by war, the 
reconversion of productive facilities to peacetime needs 
and the encouragement of the development of produc- 
tive facilities and resources in less developed countries. 


(ii) To promote private foreign investment by means of 
guarantees or participations in loans and other invest- 
ments made by private investors; and when private 
capital is not available on reasonable terms, to supple- 
ment private investment by providing, on suitable con- 
ditions, finance for productive purposes out of its own 
-apital, funds raised by it and its other resources. 

(iii) To promote the long-range balanced growth of inter- 
national trade and the maintenance of equilibrium in 
balances of payments by encouraging international in- 
vestment for the development of the productive re- 
sources of members, thereby assisting in raising produc- 
tivity, the standard of living and conditions of labor 
in their territories. 

(iv) To arrange the loans made or guaranteed by it in rela- 
tion to international loans through other channels so 
that the more useful and urgent projects, large and 
small alike, will be dealt with first. 

(v) To conduct its operations with due regard to the effect 
of international investment on business conditions in 
the territories of members and, in the immediate post- 
war years, to assist in bringing about a smooth transi- 
tion from a wartime to a peacetime economy. 

The Bank shall be guided in all its decisions by the purposes 

set forth above. 
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ARTICLE II 
MEMBERSHIP IN AND CAPITAL OF THE BANK 


Section 1. Membership 

(a) The original members of the Bank shall be those mem- 
bers of the International Monetary Fund which accept member- 
ship in the Bank before the date specified in Article XI, Section 
2(e). 

(b) Membership shall be open to other members of the 


Fund, at such times and in accordance with such terms as may 
be prescribed by the Bank. 


Section 2. Authorized capital 

(a) The authorized capital stock of the Bank shall be 
$10,000,000,000, in terms of United States dollars of the weight 
and fineness in effect on July 1, 1944. The capital stock shall be 
divided into 100,000 shares having a par value of $100,000 each, 
which shall be available for subscription only by members. 

(b) The capital stock may be increased when the Bank 
deems it advisable by a three-fourths majority of the total voting 
power. 

Section 3. Subscription of shares "7 

(a) Each member shall subscribe shares of the capital 
stock of the Bank. The minimum number of shares to be sub- 
scribed by the original members shall be those set forth in 
Schedule A. The minimum number of shares to be subscribed 
by other members shall be determined by the Bank, which shall 
reserve a sufficient portion of its capital stock for subscription 
by such members. 


(b) The Bank shall prescribe rules laying down the con- 
ditions under which members may subscribe shares of the 
authorized capital stock of the Bank in addition to their minimum 
subscriptions. 


(c) If the authorized capital stock of the Bank is increased, 
each member shall have a reasonable opportunity to subscribe, 
under such conditions as the Bank shall decide, a proportion of 
the increase of stock equivalent to the proportion which its stock 
theretofore subscribed bears to the total capital stock of the 
Bank, but no member shall be obligated to subscribe any part 
of the increased capital. 
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Section 4. Issue price of shares 

Shares included in the minimum subscriptions of original 
members shall be issued at par. Other shares shall be issued at 
par unless the Bank by a majority of the total voting power 
decides in special circumstances to issue them on other terms. 


Section 5. Division and calls of subscribed capital 


The subscription of each member shall be divided into two 
parts as follows: 


(i) twenty percent shall be paid or subject to call under 
Section 7 (i) of this Article as needed by the Bank for 
its operations; 

(ii) the remaining eighty percent shall be subject to call by 
the Bank only when required to meet obligations 
of the Bank created under Article IV, Sections 1 (a) 
(ii) and (iii). 

Calls on unpaid subscriptions shall be uniform on all shares. 


Section 6. Limitation on liability 
Liability on shares shall be limited to the unpaid portion of 
the issue price of the shares. 


Section 7. Method of payment of subscriptions for shares 


Payment of subscriptions for shares shall be made in gold 
or United States dollars and in the currencies of the members as 
follows: 


(i) under Section 5 (i) of this Article, two percent of the 

rice of each share shall be payable in gold or United 

States dollars, and, when calls are made, the remaining 

eighteen percent shall be paid in the currency of the 
member; 

(ii) when a call is made under Section 5 (ii) of this Article, 
payment may be made at the option of the member 
either in gold, in United States dollars or in the currency 
required to discharge the obligations of the Bank for 
the purpose for which the call is made; 

(iii) when a member makes payments in any currency under 
(i) and (ii) above, such payments shall be made in 
amounts equal in value to the member's liability under 
the call. This liability shall be a proportionate part of 
the subscribed capital stock of the Bank as authorized 
and defined in Section 2 of this Article. 


Section 8. Time of payment of subscriptions 
(a) The two percent payable on each share in gold or 
United States dollars under Section 7 (i) of this Article, shall be 
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paid within sixty days of the date on which the Bank begins 
operations, provided that 
(i) any original member of the Bank whose metropolitan 
territory has suffered from enemy occupation or hos- 
tilities during the present war shall be granted the 
right to postpone payment of one-half percent until 
five years after that date; 4 
(ii) an original member who cannot make such a payment 
because it has not recovered possession of its gold re- 
serves which are still seized or immobilized as a result 
of the war may postpone all payment until such date 
as the Bank shall decide. 


(b) The remainder of the price of each share payable 
under Section 7 (i) of this Article shall be paid as and when 
called by the Bank, provided that 

(i) the Bank shall, within one year of its beginning opera- 

tions, call not less than eight percent of the price of the 
share in addition to the payment of two percent re- 
ferred to in (a) above; 

(ii) not more than five percent of the price of the share 

shall be called in any period of three months. 
Section 9. Maintenance of value of certain currency holdings 
of the Bank 

(a) Whenever (i) the par value of a member's currency 
is reduced, or (ii) the foreign exchange value of a member's 
currency has, in the opinion of the Bank, depreciated to a signifi- 
cant extent within that member's territories, the member shall 
pay to the Bank within a reasonable time an additional amount 
of its own currency sufficient to maintain the value, as of the time 
of initial subscription, of the amount of the currency of such mem- 
ber which is held by the Bank and derived from currency orig- 
inally paid in to the Bank by the member under Article II, 
Section 7 (i), from currency referred to in Article IV, Section 
2 (b), or from any additional currency furnished under the 
provisions of the present paragraph, and which has not been 
repurchased by the member for gold or for the currency of any 
member which is acceptable to the Bank. 

(b) Whenever the par value of a member's currency is 
increased, the Bank shall return to such member within a 
reasonable time an amount of that member's currency equal to 
the increase in the value of the amount of such currency 
described in (a) above. 

(c) The provisions of the preceding paragraphs may be 
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waived by the Bank when a uniform proportionate change in 
the par values of the currencies of all its members is made by the 
International Monetary Fund. 


Section 10. Restriction on disposal of shares 


Shares shall not be pledged or encumbered in any manner = 
whatever and they shall be transferable only to the Bank. i 


ArTIcLeE III 
GENERAL PROVISIONS RELATING TO LOANS AND 
GUARANTEES 
Section 1. Use of resources 

(a) The resources and the facilities of the Bank shall be 
used exclusively for the benefit of members with equitable con- 
sideration to projects for development and projects for recon- 
struction alike. 

(b) For the purpose of facilitating the restoration and re- 
construction of the economy of members whose metropolitan 
territories have suffered great devastation from enemy occupa- 
tion or hostilities, the Bank, in determining the conditions and 
terms of loans made to such members, shall pay special regard 
to lightening the financial burden and expediting the comple- 
tion of such restoration and reconstruction. 


Section 2. Dealings between members and the Bank 


Each member shall deal with the Bank only through its 
Treasury, central bank, stabilization fund or other similar fiscal 
agency, and the Bank shall deal with members only by or through 
the same agencies. 


Section 3. Limitations on guarantees and borrowings of the Bank 

The total amount outstanding of guarantees, participations 
in loans and direct loans made by the Bank shall not be increased 
at any time, if by such increase the total would exceed one hun- 
dred percent of the unimpaired subscribed capital, reserves and 
surplus of the Bank. 


‘Section 4. Conditions on which the Bank may guarantee or 


make loans 


The Bank may guarantee, participate in, or make loans to 
any member or any political sub-division thereof and any busi- 
ness, industrial, and agricultural enterprise in the territories of 
a member, subject to the following conditions: 
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When the member in whose territories the project is 
located is not itself the borrower, the member or the 
central bank or some comparable agency of the mem- 
ber which is acceptable to the Bank, fully guarantees 
the repayment of the principal and the payment of 
interest and other charges on the loan. 

The Bank is satisfied that in the prevailing market con- 
ditions the borrower would be unable otherwise to 
obtain the loan under conditions which in the opinion 
of the Bank are reasonable for the borrower. 

A competent committee, as provided for in Article V, 

Section 7, has submitted a written report recommend- 

ing the project after a careful study of the merits of the 

ro 

n the opinion of the Bank the rate of interest and 

other charges are reasonable and such rate, charges 

and the schedule for repayment of principal are appro- 
riate to the project. 

(v) In making or guaranteeing a loan, the Bank shall pay 
due regard to the prospects that the borrower, and, if 
the borrower is not a member, that the guarantor, will 
be in position to meet its obligations under the loan; 
and the Bank shall act prudently in the interests both 
of the particular member in whose territories the pro- 
ject is located and of the members as a whole. 

(vi) In guaranteeing a loan made by other investors, the 
Bank receives suitable compensation for its risk. 

(vii) Loans made or guaranteed by the Bank shall, except 
in special circumstances, be for the purpose of specific 
projects of reconstruction or development. 


Section 5. Use of loans guaranteed, participated in or made by 
the Bank 


(a) The Bank shall impose no conditions that the proceeds 
of a loan shall be spent in the territories of any particular mem- 
ber or members. 

(b) ‘The Bank shall make arrangements to ensure that the 
proceeds of any loan are used only for the purposes for which 
the loan was granted, with due attention to considerations of 
economy and efficiency and without regard to politica] or other 
non-economic influences or considerations. 

(c) In the case of loans made by the Bank, it shall open an 
account in the name of the borrower and the amount of the loan 
shall be credited to this account in the currency or currencies in 


which the loan is made. The borrower shall be permitted by the 
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Bank to draw on this account only to meet expenses in connec- 
tion with the project as they are actually incurred. 


ArticLe IV 
OPERATIONS 
Section 1. Methods of making or facilitating loans 
(a) The Bank may make or facilitate loans which satisfy 


' the general conditions of Article III in any of the following ways: 


(i) By making or participating in direct loans out of its 
own funds corresponding to its unimpaired paid-up 
capital and surplus and, subject to Section 6 of this 
Article, to its reserves. 

(ii) By making or participating; in direct loans out of funds 
raised in the market of « member, or otherwise bor- 
rowed by the Bank. 


(iti) By guaranteeing in whole or in part loans made by 
private investors through the usual investment channels. 


(b) The Bank may borrow funds under (a) (ii) above or 
guarantee loans under (a) (iii) above only with the approval of 
the member in whose markets the funds are raised and the mem- 
ber in whose currency the loan is denominated, and only if those 
members agree that the proceeds may be exchanged for the cur- 
rency of any other member without restriction. 


Section 2. Availability and transferability of currencies 


(a) Currencies paid into the Bank under Article II, Sec- 
tion 7 (i), shall be loaned only with the approval in each case 
of the member whose currency is involved; provided, however, 
that if necessary, after the Bank’s subscribed capital has been 
entirely called, such currencies shall, without restriction by the 
members whose currencies are offered, be used or exchanged 
for the currencies required to meet contractual payments of 
interest, other charges or amortization on the Bank’s own borrow- 
ings, or to meet the Bank’s liabilities with respect to such con- 
tractual payments on loans guaranteed by the Bank. 

(b) Currencies received by the Bank from borrowers or 
guarantors in payment on account of principal of direct loans 
made with currencies referred to in (a) above shall be exchanged 
for the currencies of other members or reloaned only with the 
approval in each case of the members whose currencies are in- 
volved; provided, however, that if necessary, after the Bank's 
subscribed capital has been entirely called, such currencies shall, 
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without restriction by the members whose currencies are offered, 
be used or exchanged for the currencies required to meet con- 
tractual payments of interest, other charges or amortization 6n 
the Bank’s own borrowings, or to meet the Bank’s liabilities with 
respect to such contractual payments on loans guaranteed by 
the Bank. ° 

(c) Currencies received by the Bank from borrowers or guar- 
antors in payment on account of principal of direct loans made 
by the Bank under Section 1 (a) (ii) of this Article, shall be held 
and used, without restriction by the members, to make amorti- 
zation payments, or to anticipate payment of or repurchase part 
or all of the Bank’s own obligations. 

(d) All other currencies available to the Bank, including those 
raised in the market or otherwise borrowed under Section 1 (a) 
(ii) of this Article, those obtained by the sale of gold, those re- 
ceived as payments of interest and other charges for direct loans 
made under Sections 1 (a) (i) and (ii), and those received as 
payments of commissions and other charges under Section 1 (a) 
(iii), shall be used or exchanged for other currencies or gold re- 
quired in the operations of the Bank without restriction by the 
members whose currencies are offered. 

(e) Currencies raised in the markets of members by borrow- 
ers on loans guaranteed by the Bank under Section 1 (a) (iii) 
of this Article, shall also be used or exchanged for other curren- 
cies without restriction by such members. 


Section 3. Provision of currencies for direct loans 


The following provisions shall apply to direct loans under Sec- 
tions 1 (a) (i) and (ii) of this Article: 


(a) The Bank shall furnish the borrower with such currencies 
of members, other than the member in whose territories the pro- 
ject is located, as are needed by the borrower for expenditures 
to be made in the territories of such other members to carry out 
the purposes of the loan. 

(b) The Bank may, in exceptional circumstances when local 
currency required for the purposes of the loan cannot be raised 
by the borrower on reasonable terms, provide the borrower as 
part of the loan with an appropriate amount of that currency. 

(c) The Bank, if the project gives rise indirectly to an in- 
creased need for foreign exchange by the member in whose terri- 
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tories the project is located, may in exceptional circumstances 
provide the borrower as part of the loan with an appropriate 
amount of gold or foreign exchange not in excess of the borrow- 
er's local expenditure in connection with the purposes of the 
loan. 

(d) The Bank may, in exceptional circumstances, at the re- 
quest of a member in whose territories a portion of the loan is 
spent, repurchase with gold or foreign exchange a part of that 
member's currency thus spent but in no case shall the part so 
repurchased exceed the amount by which the expenditure of the 
loan in those territories gives rise to an increased need for for- 
eign exchange. 


Section 4. Payment provisions for direct loans 

Loan contracts under Section 1 (a) (i) or (ii) of this Article 
shall be made in accordance with the following payment provis- 
ions: 


(a) The terms and conditions of interest and amortization 
payments, maturity and dates of payment of each loan shall be 
determined by the Bank. The Bank shall also determine the 
rate and any other terms and conditions of commission to be 
charged in connection with such loan. : 

In the case of loans made under Section 1 (a) (ii) of this Ar- 
ticle during the first ten years of the Bank’s operations, this rate 
of commission shall be not less than one percent per annum and 
not greater than one and one-half percent per annum, and shall 
be charged on the outstanding portion of any such loan. At the 
end of this period of ten years, the rate of commission may be re- 
duced by the Bank with respect both to the outstanding portions 
of loans already made and to future loans, if the reserves accum- 
ulated by the Bank under Section 6 of this Article and out of 
other earnings are considered by it sufficient to justify a reduc- 
tion. In the case of future loans the Bank shall also have discre- 
tion to increase the rate of commission beyond the above limit, 
if experience indicates that an increase is advisable. 

(b) All loan contracts shall stipulate the currency or curren- 
cies in which payments under the contract shall be made to the 
Bank. At the option of the borrower, however, such payments 
may be made in gold, or subject to the agreement of the Bank, 
in the currency of a member other than that prescribed in the 
contract. 
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(i) In the case of loans made under Section 1 (a) (i) of 
this Article, the loan contracts shall provide that pay- 
ments to the Bank of interest, other charges and amor- 
tization shall be made in the currency loaned, unless 
the member whose currency is loaned agrees that such 
payments shall be made in some other specified cur- 
rency or currencies. These payments, subject to the 

rovisions of Article II, Section 9 (c), shall be equiva- 
ent to the value of such contractual payments at the 
time the loans were made, in terms of a currency speci- 
fied for the purpose by the Bank by a three-fourths 
majority of the total voting power. 

(ii) In the case of loans made under Section 1 (a) (ii) of 
this Article, the total amount outstanding and payable 
to the Bank in any one currency shall at no time exceed 
the total amount of the outstanding borrowings made 
by the Bank under Section 1 (a) (ii) and payable in 
the same currency. 

(c) If a member suffers from an acute exchange string- 
ency, so that the service of any loan contracted by that member 
or guaranteed by it or by one of its agencies cannot be provided 
in the stipulated manner, the member concerned may apply to 
the Bank for a relaxation of the conditions of payment. If the 
Bank is satisfied that some relaxation is in the interests of the par- 
ticular member and of the operations of the Bank and of its 
members as a whole, it may take action under either, or both, 
of the following paragraphs with respect to the whole, or part, 
of the annual service: 


(i) The Bank may, in its discretion, make arrangements 

_ with the member concerned to accept service payments 

on the loan in the member's currency for periods not to 

exceed three years upon appropriate terms regarding 

the use of such currency and the: maintenance of its 

foreign exchange value; and for the repurchase of 
such currency on appropriate terms. 

(ii) The Bank may vandity the terms of amortization or 
extend the life of the loan, or both. 


Section 5. Guarantees 


(a) In guaranteeing a loan placed through the usual in- 
vestment channels, the Bank shall charge a guarantee commis- 
sion payable periodically on the amount of the loan outstanding 
at a rate determined by the Bank. During the first ten years of 
the Bank’s operations, this rate shall be not less than one percent 
per annum and not greater than one and one-half percent per 
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annum. At the end of this period of ten years, the rate of 
commission may be réduced by the Bank with respect both to 
the outstanding portions of loans already guaranteed and to fu- 
ture loans if the reserves accumulated by the Bank under Section 
6 of this Article and out of other earnings are considered by it 
sufficient to justify a reduction. In the case of future loans the 
Bank shall also have discretion to increase the rate of commis- 
sion beyond the above limit, if experience indicates that an in- 
crease is advisable. 

(b) Guarantee commissions shall be paid directly to the 
Bank by the borrower. 

(c) Guarantees by the Bank shall provide that the Bank 
may terminate its liability with respect to interest if, upon default 
by the borrower and by the guarantor, if any, the Bank offers to 
purchase, at par and interest accrued to a date designated in the 
offer, the bonds or other obligations guaranteed. 

(d) The Bank shall have power to determine any other 
terms and conditions of the guarantee. 


Section 6. Special reserve 

The amount of commissions received by the Bank under 
Sections 4 and 5 of this Article shall be set aside as a special 
reserve, which shall be kept available for meeting liabilities of 
the Bank in accordance with Section 7 of this Article. The special 
reserve shall be held in such liquid form, permitted under this 
Agreement, as the Executive Directors may decide. 


Section 7. Methods of meeting liabilities of the Bank in case of 
defaults 

In cases of default on loans made, participated in, or guaran- 
teed by the Bank: 

(a) The Bank shall make such arrangements as may be 
feasible to adjust the obligations under the loans, including ar- 
rangements under or analogous to those provided in Section 4 (c) 
of this Article. 

(b) The payments in discharge of the Bank’s liabilities on 
borrowings or guarantees under Section 1 (a) (ii) and (iii) of 
this Article shall be charged: 


(i) first, against the special reserve provided in Section 6 
of this Article. 

(ii) then, to the extent necessary and at the discretion of 
the Bank, against the other reserves, surplus and capi- 
tal available to the Bank. 


- 
4 
Or- 
ir 
he 
a 
he 
ie 
hs & 
of 
le 
ad 
‘ 
g- 


42 INTERNATIONAL LENDING AGENCIES 


(c) . Whenever necessary to meet contractual payments of 
interest, other charges or amortization on the Bank’s own bor- 
rowings, or to meet the Bank’s liabilities with respect to similar 
payments on loans guaranteed by it, the Bank may call ‘an appro- 
priate amount of the unpaid subscriptions of members in accord- 
ance with Article II, Sections 5 and 7. Moreover, if it believes 
that a default may be of long duration, the Bank may call an 
additional amount of such unpaid subscriptions not to exceed in 
any one year one percent of the total subscriptions of the mem- 
bers for the following purposes: 

(i) To redeem prior to maturity, or otherwise discharge its 
liability on, all or part of the outstanding principal of 
any loan guaranteed by it in respect of which the 
debtor is in default. 

(ii) To repurchase, or otherwise discharge its liability on, 
all or part of its own outstanding borrowings. 


Section 8. Miscellaneous operations 


In addition to the operations specified elsewhere in this 
Agreement, the Bank shall have the power: 
(i) To buy and sell securities it has issued and to buy and 
_ sell securities which it has guaranteed or in which it 
has invested, provided that the Bank shall obtain the 
approval of the member in whose territories the securi- 
ties are to be bought or sold. 

(ii) To guarantee securities in which it has invested for the 
purpose of facilitating their sale. 

(iii) Ibo: taktte the currency of any member with the ap- 
proval of that member. 

(iv) To buy and sell such other securities as the Directors 
by a three-fourths majority of the total voting power 
may deem proper for the investment of all or part of 
the special reserve under Section 6 of this Article. 

In exercising the powers conferred by this Section, the Bank may 
deal with any person, partnership, association, corporation or 
other legal entity in the territories of any member. 


Section 9. Warning to be placed on securities 

Every security guaranteed or issued by the Bank shall bear 
on its face a conspicuous statement to the effect that it is not an 
obligation of any government unless expressly stated on the se- 
curity. 
Section 10. Political activity prohibited 

The Bank and its officers, shall not interfere in the political 
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affairs of any member; nor shall they be influenced in their decis- 
ions by the political character of the member or members con- 
cerned. Only economic considerations shall be relevant to their 
decisions, and these considerations shall be weighed impartially 
in order to achieve the purposes stated in Article I. 


ARTICLE V 
ORGANIZATION AND MANAGEMENT 


Section 1. Structure of the Bank 


The Bank shall have a Board of Governors, Executive Direc- 
tors, a President and such other officers and staff to perform such 
duties as the Bank may determine. 


Section 2. Board of Goternors 

(a) All the powers of the Bank shall be vested in the Board 
of Governors consisting of one governor and one alternate ap- 
pointed by each member in such manner as it may determine. 
Each governor and each alternate shall serve for five years, sub- 
ject to the pleasure of the member appointing him, and may be 
reappointed. No alternate may vote except in the absence of 
his principal. The Board shall select one of the governors as 
Chairman. 


(b) The Board of Governors may delegate to the Executive 
Directors authority to exercise any powers of the Board, except 
the power to: 

(i) Admit new members and determine the conditions of 

their admission; 

(ii) Increase or decrease the capital stock; 

(iii) Suspend a member; 
(iv) Decide appeals from interpretations of this Agreement 
given by the Executive Directors; 
(v) Make arrangements to cooperate with other internation- 
al organizations (other than informal arrangements of 
a temporary and administrative character) ; 

(vi) Decide to suspend permanently the operations of the 
Bank and to distribute its assets; 

( vii) ———— the distribution of the net income of the 
Bank. 

(c) The Board of Governors shall hold an annual meeting 
and such other meetings as may be provided for by the Board or 
called by the Executive Directors. Meetings of the Board shall 
be called by the Directors whenever requested by five members 


or by members having one-quarter of the total voting power. 
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(d)... A quorum for any meeting of the Board of Governors 
shall be a majority of the Govemors, exercising not less than two- 
thirds of the total voting power. 

(e) The Board of Governors may by regulation establish 
a procedure whereby the Executive Directors, when they deem 
such action to be in the best interests of the Bank, may obtain a 
vote of the Governors on a specific question without calling a 
meeting of the Board. 

(f) The Board of Governors, and the Executive Directors 
to the extent authorized, may adopt such rules and regulations 
as may be necessary or appropriate to conduct the business of 
the Bank. 

(g) Governors and alternates shall serve as such without 
compensation from the Bank, but the Bank shall pay them rea- 
sonable expenses incurred in attending meetings. 

(h) The Board of Governors shall determine the remunera- 
tion to be paid to the Executive Directors and the salary and 
terms of the contract of service of the President. 


Section 3. Voting 


(a) Each member shall have two hundred fifty votes plus 
one additional vote for each share of stock held. 

(b) Except as otherwise specifically provided, all matters 
before the Bank shall be decided by a majority of the votes cast. 


Section 4. Executive Directors 


(a) The Executive Directors shall be responsible for the 
conduct of the general operations of the Bank, and for this pur- 
pose, shall exercise all the powers delegated to them by the Board 
of Governors. 

(b) There shall be twelve Executive Directors, who need 
not be governors, and of whom: 

(i) five shall be appointed, one by each of the five mem- 

bers having the largest number of shares; 

(ii) seven shall be elected according to Schedule B by all 


the Governors other than those appointed by the five 
members referred to in (i) above. 


For the purpose of this paragraph, “members” means govern- 
ments of countries whose names are set forth in Schedule A, whe- 
ther they are original members or become members in accord- 
ance with Article II, Section 1 (b). When governments of other 
countries become members, the Board of Governors may, by a 
four-fifths majority of the total voting power, increase the total 
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number of directors by increasing the number of directors to be 
elected. 

Executive directors shall be appointed or elected every two 
years. 

(c) Each executive director shall appoint an alternate with 
full power to act for him when he is not present. When the ex- 
ecutive directors appointing them are present, alternates may par- 
ticipate in meetings but shall not vote. 

(d) Directors shall continue in office until their successors 
are appointed or elected. If the office of an elected director be- 
comes vacant more than ninety days before the end of his term, 
another director shall be elected for the remainder of the term 
by the governors who elected the former director. A majority of 
the votes cast shall be required for election. While the office re- 
mains vacant, the alternate of the former director shall exercise his 
powers, except that of appointing an alternate. 

(e) The Executive Directors shall function in continuous 
session at the principal office of the Bank and shall meet as often 
as the business of the Bank may require. 

(f) A quorum for any meeting of the Executive Directors 
shall be a majority of the Directors, exercising not less than one- 
half of the total voting power. 

(g) Each appointed director shall be entitled to cast the 
number of votes allotted under Section 3 of this Article to the 
member appointing him. Each elected director shall be entitled 
to cast the number of votes which counted toward his election. 
All the votes which a director is entitled to cast shall be cast as 
a unit. 

(h) The Board of Governors shall adopt regulations under 
which a member not entitled to appoint a director under (b) 
above may send a representative to attend any meeting of the Ex- 
ecutive Directors when a request made by, or a matter particularly 
affecting, that member is under consideration. 

(i) The Executive Directors may appoint such committees 
as they deem advisable. Membership of such committees need 
not be limited to governors or directors or their alternates. 


Section 5. President and staff 


(a) The Executive Directors shall select a President who 
shall not be a governor or an executive director or an alternate 
for either. The President shall be Chairman of the Executive 
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Directors, but shall have no vote except a deciding vote in case 
of an equal division. He may participate in meetings of the Board 
of Governors, but shall not vote at such meetings. The President 
shall cease to hold office when the Executive Directors so decide. 

(b) The President shall be chief of the operating staff of the 
Bank and shall conduct, under the direction of the Executive 
Directors, the ordinary business of the Bank. Subject to the gen- 
eral control of the Executive Directors, he shall be responsible 
for the organization, appointment and dismissal of the officers 
and staff. 

(c) The President, officers and staff of the Bank, in the 
discharge of their offices, owe their duty entirely to the Bank 
and to no other authority. Each member of the Bank shall respect 
the international character of this duty and shall refrain from all 
attempts to influence any of them in the discharge of their duties. 

(d) In appointing the officers and staff the President shall, 
subject to the paramount importance of securing the highest 
standards of efficiency and of technical competence, pay due 
regard to the importance of recruiting personnel on as wide a 
geographical basis as possible. 


Section 6. Advisory Council 


(a) There shall be an Advisory Council of not less than 
seven persons selected by the Board of Governors including rep- 
resentatives of banking, commercial, industrial, labor, and agri- 
cultural interests, and with as wide a national representation as 
possible. In those fields where specialized international organi- 
zations exist, the members of the Council representative of those 
fields shall be selected in agreement with such organizations. 
The Council shall advise the Bank on matters of general policy. 
The Council shall meet annually and on such other occasions as 
the Bank may request. 


(b) Councillors shall serve for two years and may be reap- 


pointed. They shall be paid their reasonable expenses incurred 
on behalf of the Bank. 


Section 7. Loan committees 


The committees required to report on loans under Article 
III, Section 4, shall be appointed by the Bank. Each such com- 
mittee shall include an expert selected by the governor repre- 
senting the member in whose territories the project is located and 
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one or more members of the technical staff of the Bank. 


Section 8. Relationship to other international organizations 


(a) The Bank, within the terms of this Agreement, shall 
cooperate with any general international organization and with 
public international organizations having specialized responsi- 
bilities in related fields. Any arrangements for such cooperation 
which would involve a modification of any provision of this 
Agreement may be affected only after amendment to this Agree- 
ment under Article VIII. 

(b) In making decisions on applications for loans or guaran- 
tees relating to matters directly within the competence of any 
international organization of the types specified in the preceding 
paragraph and participated in primarily by members of the Bank, 
the Bank shall give consideration to the views and recommenda- 
tions of such organization. 


Section 9. Location of offices 
(a) The principal office of the Bank shall be located in the 
territory of the member holding the greatest number of shares. 
(b) The Bank may establish agencies or branch offices in 
the territories of any member of the Bank. 


Section 10. Regional offices and councils 


(a) The Bank may establish regional offices and determine 
the location of, and the areas to be covered by, each regional 
office. | 

(b) Each regional office shall be advised by a regional 
council representative of the entire area and selected in such 
manner as the Bank may decide. 


Section 11. Depositories 


(a) Each member shall designate its central bank as a 
depository for all the Bank’s holdings of its currency or, if it has 
no central bank, it shall designate such other institution as may 
be acceptable to the Bank. 

(b) The Bank may hold other assets, including gold, in 
depositories designated by the five members having the largest 
number of shares and in such other designated depositories as the 
Bank may select. Initially, at least one-half of the gold holdings 
of the Bank shall be held in the depository designated by the 
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member in whose territory the Bank has its principal office, and 
at least forty percent shall be held in the depositories designated 
by the remaining four members referred to above, each of such 
depositories to hold, initially, not less than the amount of gold 
paid on the shares of the member designating it. However, all 
transfers of gold by the Bank shall be made with due regard to 
the costs of trans vort and anticipated requirements of the Bank. 
In an emergency the Executive Directors may transfer all or any 
part of the Bank's gold holdings to any place where they can be 
adequately protected. 


Section 12. Form of holdings of currency 


The Bank shall accept from any member, in place of any 
part of the member's currency, paid in to the Bank under Article 
II, Section 7 (i), or to meet amortization payments on loans 
made with such currency, and not needed by the Bank in its 
operations, notes or similar obligations issued by the Govern- 
ment of the member or the depository designated by such mem- 
ber, which shall be non-negotiable, non-interest-bearing and pay- 
able at their par value on demand by credit to the account of the 
Bank in the designated depository. 


Section 13. Publication of reports and provision of information 

(a) The Bank shall publish an annual report containing an 
audited statement of its accounts and shall circulate to members 
at intervals of three months or less a summary statement of its 
financial position and a profit and loss statement showing the 
results of its operations. 

(b) The Bank may publish such other reports as it deems 
desirable to carry out its purposes. 

(c) Copies of all reports, statements and publications made 
under this section shall be distributed to members. 


Section 14. Allocation of net income 


(a) The Board of Governors shall determine annually what 
part of the Bank’s net income, after making provision for reserves, 
shall be allocated to surplus and what part, if any, shall be dis- 
tributed. 

(b) If any part is distributed, up to two percent non-cum- 
ulative shall be paid, as a first charge against the distribution for 
any year, to each member on the basis of the average amount of 
the loans outstanding during the year made under Article IV, 
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Section 1 (a) (i), out of currency corresponding to its subscrip- 
tion. If two percent is.paid as a first charge, any balance remain- 
ing to be distributed shall be paid to all members in proportion 
to their shares. Payments to each member shall be made in its 
own currency, or if that currency is not available in other cur- 
rency acceptable to the member. If such payments are made in 
currencies other than the member’s own currency, the transfer 
of the currency and its use by the receiving member after pay- 
ment shall be without restriction by the members. 


ARTICLE VI 
WITHDRAWAL AND SUSPENSION OF MEMBERSHIP: 
SUSPENSION OF OPERATIONS 


Section 1. Right of members to withdraw - 

Any member may withdraw from the Bank at any time by | 
transmitting a notice in writing to the Bank at its principal office. 
Withdrawal shall become effective on the date such notice is re- 
ceived. 
Section 2. Suspension of membership 

If a member fails to fulfill any of its obligations to the Bank, 
the Bank may suspend its membership by decision of a majority 
of the Governors, exercising a majority of the total voting power. : 
The member so suspended shall automatically cease to be a mem- Pe 
ber one year from the date of its suspension unless a decision is i 
taken by the same majority to restore the member to good stand- 
ing. 

While under suspension, a member shall not be entitled to 
exercise any rights under this Agreement, except the right of 
withdrawal, but shall remain subject to all obligations. 


Section 3. Cessation of membership in International Monetary 
Fund 


Any member which ceases to be a member of the Internat- 
ional Monetary Fund shall automatically cease after three months 
to be a member of the Bank unless the Bank by three-fourths of 
the total voting power has agreed to allow it to remain a member. 


Section 4. Settlement of accounts with governments ceasing to be 
members 


(a) When a government ceases to be a member, it shall 
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remain liable for its direct obligations to the Bank and for its 
contingent liabilities to the Bank so long as any part of the loans 
or guarantees contracted before it ceased to be a member are 
outstanding; but it shall cease to incur liabilities with respect to 
loans and guarantees entered into thereafter by the Bank and to 
share either in the income or the expenses of the Bank. 


(b) At the time a government ceases to be a member, the 
Bank shall arrange for the repurchase of its shares as a part of 
the settlement of accounts with such government in accordance 
with the provisions of (c) and (d) below. For this purpose the 
repurchase price of the shares shall be the value shown by the 
books of the Bank on the day the government ceases to be a 
member. 


(c) The payment for shares repurchased by the Bank under 
this section shall be governed by the following conditions: 


(i) Any amount due to the government for its shares shall 
be withheld so long as the government, its central bank 
or any of its agencies remains liable, as borrower or 
guarantor, to the Bank and such amount may, at the 
option of the Bank, be applied on any such liability as 
it matures. No amount shall be withheld on account 
of the liability of the government resulting from its sub- 
scription for shares under Article II, Section 5 (ii). 
In any event, no amount due to a member for its shares 
shall be paid until six months after the date upon which 
the government ceases to be a member. 

(ii) Payments for shares may be made from time to time, 
upon their surrender by the government, to the extent 
by which the amount due as the repurchase price in 
(b) above exceeds the aggregate of liabilities on loans 
and guarantees in (c) (i) above until the former mem- 
ber has received the full repurchase price. 

(iii) Payments shall be made in the currency of the raed 
receiving payment or at the option of the Bank in gold. 

(iv) If losses are sustained by the Bank on any guarantees, 
participations in loans, or loans which were outstand- 
ing on the date when the government ceased to be a 
member, and the amount of such losses exceeds the 
amount of the reserve provided against losses on the 
date when the government ceased to be a member, 
such government shall be obligated to repay upon de- 
mand the amount by which the repurchase price of its 
shares would have been reduced, if the losses had been 
taken into account when the repurchase price was de- 
termined. In addition, the former member government 
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shall remain liable on any call for unpaid subscriptions 
under Article II, Section 5 (ii), to the extent that it 
would have been required to respond if the impairment 
of capital had occurred and the call had been made at 
the time the repurchase price of its shares was deter- 
mined, 

(d) If the Bank suspends permanently its operations under 


Section 5 (b) of this Article, within six months of the date upon 
which any government ceases to be a member, all rights of such 
government shall be determined by the provisions of Section 5 
of this Article. 


Section 5. Suspension of operations and settlement of obligations 


(a) In an emergency the Executive Directors may suspend 
temporarily operations in respect of new loans and guarantees 
pending an opportunity for further consideration and action by 
the Board of Governors. 

(b) The Bank may suspend permanently its operations in 
respect of new loans and guarantees by vote of a majority of the 
Governors, exercising a majority of the total voting power. After 
such suspension of operations the Bank shall forthwith cease all 
activities, except those incident to the orderly realization, con- 
servation, and preservation of its assets and settlement of its 
obligations. 

(c) The liability of all members for uncalled subscriptions 
to the capital stock of the Bank and in respect of the depreciation 
of their own currencies shall continue until all claims of creditors, 
including all contingent claims, shall have been discharged. 

(d) All creditors holding direct claims shall be paid out of 
the assets of the Bank, and then out of payments to the Bank on 
calls on unpaid subscriptions. Before making any payments to 
creditors holding direct claims, the Executive Directors shall make 
such arrangements as are necessary, in their judgment, to insure 
a distribution to holders of contingent claims ratably with credi- 
tors holding direct claims. 

‘(e) No distribution shall be made to members on account 
of their subscriptions to the capital stock of the Bank until 

(i) all liabilities to creditors have been discharged or pro- 

vided for, and 

(ii) a majority of the Governors, exercising a majority of 

the total voting power, have decided to make a distri- 


bution. 
(f) After a decision to make a distribution has been taken 
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under (e) above, the Executive Directors may by a two-thirds 
majority vote make successive distributions of the assets of the 
Bank to members until all of the assets have been distributed. 
This distribution shall be subject to the prior settlement of all 
outstanding claims of the Bank against each member. 

(g). Before any distribution of assets is made, the Executive 
Directors shall fix the proportionate share of each member accord- 
ing to the ratio of its shareholding to the total outstanding shares 
of the Bank. 

(h) The Executive Directors shall value the assets to be 
distributed as at the date of distribution and then proceed to 
distribute in the following manner: 

(i) There shall be paid to each member in its own obliga- 
tions or those of its official agencies or legal entities 
within its territories, insofar as they are available for 
distribution, an amount equivalent in value to its. pro- 
portionate share of the total amount to be distributed. 

(ii) Any balance due to a member after payment has been 
made under (i) above shall be paid, in its own currency, 
insofar as it is held by the Bank, up to an amount equiv- 
alent in value to such balance. 

(iii) Any balance due to a member after payment has been 
made under (i) and (ii) above shall be paid in gold or 
currency acceptable to the member, insofar as they are 


held by the Bank, up to an amount equivalent in value 
to such balance. 

(iv) Any remaining assets held by the Bank after payments 
have been made to members under (i), (ii), and (iii) 
above shall be distributed pro rata among the members. 

(i) Any member receiving assets distributed by the Bank 


in accordance with (h) above, shall enjoy the same rights with 
respect to such assets as the Bank enjoyed prior to their distri- 
bution. 


ARTICLE VII 
STATUS, IMMUNITIES AND PRIVILEGES 
Section 1. Purposes of Article 
To enable the Bank to fulfill the functions with which it is 
entrusted, the status. immunities and privileges set forth in this 


Article shall be accorded to the Bank in the territories of each 
member. 


Section 2. Status of the Bank 
The Bank shall possess full juridical personality, and, in par- 
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ticular, the capacity: 
(i) to contract; 
(ii) to acquire and dispose of immovable ard movable prop- 


erty; 
(iii) to institute legal proceedings. 


Section 3. Position of the Bank with regard to judicial process 
Actions may be brought against the Bank only in a court of 
competent jurisdiction in the territories of a member in which the 
Bank has an office, has appointed an agent for the purpose of 
accepting service or notice of process, or has issued or guaranteed 
securities. No actions shall, however, be brought by members or 
persons acting for or deriving claims from members. The property 
and assets of the Bank shall, wheresoever located and by whom- 
soever held, be immune from all forms of seizure, attachment or 
execution before the delivery of final judgment against the Bank. 


Section 4. Immunity of assets from seizure 

Property and assets of the Bank, wherever located and by 
whomsoever held, shall be immune from search, requisition, con- 
fiscation, expropriation or any other form of seizure by executive 
or legislative action. 
Section 5. Immunity of archives 

The archives of the Bank shall be inviolable. 
Section 6. Freedom of assets from restrictions 

To the extent necessary to carry out the operations provided 
for in this Agreement and subject to the provisions of this Agree- 
ment, all property and assets of the Bank shall be free from restric- 
tions, regulations, controls and moratoria of any nature. 


Section 7. Privilege for communications 

The official communications of the Bank shall be accorded 
by each member the same treatment that it accords to the official 
communications of other members. 


Section 8. Immunities and privileges of officers and employees 
All governors, executive directors, alternates, officers and 
employees of the Bank 
(i) shall be immune from legal process with respect to acts 
performed by them in their official capacity except 
when the Bank waives this immunity; 
(ii) not being local nationals, shall be seston the same 
immunities from immigration restrictions, alien regis- 
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tration requirements and national service obligations 
and the same facilities as regards exchange restrictions 
as are accorded by members to the representatives, 
officials, and employees of comparable rank of other 


members; 


(iii) shall be granted the same treatment in respect of trav- 
elling facilities as is accorded by members to represen- 
tatives, officials and employees of comparable rank of 
other members. ~ 


Section 9. Immunities from taxation 


(a) The Bank, its assets, property, income and its opera- 
tions and transactions authorized by this Agreement, shall be 
immune from all taxation and from all customs duties. The Bank 
shall also be immune from liability for the collection or payment 
of any tax or duty. 


(b) No tax shall be levied on or in respect of salaries and 
emoluments paid by the Bank to executive directors, alternates, 
officials or employees of the Bank who are not local citizens, local 
subjects, or other local nationals. 


(c) No taxation of any kind shall be levied on any obligation 
or security issued by the Bank (including any dividend or in- 
terest thereon) by whomsoever held— 

(i) which discriminates against such ir sag or security 

solely because it is issued by the Bank; or 

(ii) if the sole jurisdictional basis for such taxation is the 

place or currency in which it is issued, made payable or 
paid, or the location of any office or place of business 
maintained by the Bank. 

(d) No taxation of any kind shall be levied on any obliga- 
tion or security guaranteed by the Bank (including any dividend 
or interest thereon) by whomsoever held— 

(i) which discriminates against such obligation or security 

solely because it is guaranteed by the Bank; or 

(ii) if the sole jurisdictional basis for such taxation is the 

location of any office or place of business maintained 


by the Bank. 
Section 10. Application of Article 


Each member shall take such action as is necessary in its 
own territories for the purpose of making effective in terms of 
its own law the principles set forth in this Article and shall inform 
the Bank of the detailed action which it has taken. 
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ARTICLE VIII 
AMENDMENTS 


(a) Any proposal to introduce modifications in this Agree- 
ment, whether emanating from a member, a governor or the Ex- 
ecutive Directors, shall be communicated to the Chairman of the 
Board of Governors who shall bring the proposal before the 
Board. If the proposed amendment is approved by the Board the 
Bank shall, by circular letter or telegram, ask all members whether 
they accept the proposed amendment. When three-fifths of the 
members, having four-fifths of the total voting power, have ac- 
cepted the proposed amendments, the Bank shall certify the fact 
by formal communication addressed to all members. 

(b) Notwithstanding (a) above, acceptance ‘by all mem- 
bers is required in the case of any amendment modifying 


(i) the right to withdraw from the Bank provided in Article 
VI, Section 1; 
(ii) the right secured by Article II, Section 3 (c); 
(iii) the limitation on liability provided in Article II, Section 
6. 


(c) Amendments shall enter into force for all members three 
months after the date of the formal communication unless a 
shorter period is specified in the circular letter or telegram. 


ARTICLE IX 
INTERPRETATION 


(a) Any question of interpretation of the provisions of this 
Agreement arising between any member and the Bank or between 
any members of the Bank shall be submitted to the Executive 
Directors for their decision. If the question particularly affects 
any member not entitled to appoint an executive director, it shall 
be entitled to representation in accordance with Article V, Sec- 
tion 4 (h). 

(b) In any case where the Executive Directors have given 
a decision under (a) above, any member may require that the 
question be referred to the Board of Governors, whose decision 
shall be final. Pending the result of the reference to the Board, 
the Bank may, so far as it deems necessary, act on the basis of 
the decision of the Executive Directors. 

(c) Whenever a disagreement arises between the Bank and 
a country which has ceased to be a member, or between the Bank 
and any member during the permanent suspension of the Bank, 
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such disagreement shall be submitted to arbitration by a tribunal 
of three arbitrators, one appointed by the Bank, another by the 
country involved aud an umpire who, unless the parties other- 
wise agree, shall be appointed by the President of the Permanent 
Court of International Justice or such other authority as may have 
been prescribed by regulation adopted by the Bank, The umpire 
shall have full power to settle all questions of procedure in any 
case where the parties are in disagreement with respect thereto. 


ARTICLE X 
APPROVAL DEEMED GIVEN 


Whenever the approval of any member is required before 
any act may be done by the Bank, except in Article VIII, approval 
shal) be deemed to have been given unless the member presents 
an objection within such reasonable period as the Bank may fix 
in notifying the member of the proposed act. 


ARTICLE XI 
FINAL PROVISIONS 


Section 1. Entry into force 

This Agreement shall enter into force when it has been signed 
on behalf of governments whose minimum subscriptions comprise 
not less than sixty-five percent of the total subscriptions set forth 
in Schedule A and when the instruments referred to in Section 
2 (a) of this Article have been deposited on their behalf, but in 
no event shall this Agreement enter imto force before May 1, 1945. 


Section 2. Signature 


(a) Each government on whose behalf this Agreement is 
signed shall deposit with the Government of the United States of 
America an instrument setting forth that it has accepted this 
Agreement in accordance with its law and has taken all steps 
necessary to enable it to carry out all of its obligations under this 
Agreement. 

(b) Each government shall become a member of the Bank 
as from the date of the deposit on its behalf of the instrument re- 
ferred to in (a) above, except that no government shall become 
a member before this Agreement enters into force under Section 
1 of this Article. 

(c) The Government of the United States of America shall 
inform the governments of all countries whose names are set forth 
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in Schedule A, and all governments whose membership is ap- 
proved in accordance with Article II, Section 1 (b), of all signa- 
tures of this Agreement and of the deposit of all instruments 
referred to in (a) above. 

(d) At the time this Agreement is signed on its behalf, 
each government shall transmit to the Government of the United 
States of America one one-hundredth of one percent of the price 
of each share in gold or United States dollars for the purpose 
of meeting administrative expenses of the Bank. This payment 
shall be credited on account of the payment to be made in accord- 
ance with Article II, Section 8 (a). The Government of the 
United States of America shall hold such funds in a special 
deposit account and shall transmit them to the Board of Govern- 
ors of the Bank when the initial meeting has been called under 
Section 8 of this Article. If this Agreement has not come into 
force by December $1, 1945, the Government of the United 
States of America shal] return such funds to the governments 
that transmitted them. 


(e) This Agreement shall remain open for signature at 
Washington on behalf of the governments of the countries whose 
names are set forth in Schedule A until December $1, 1945. 


(£) After December 31, 1945, this Agreement shall be open 
for signature on behalf of the government of any country whose 
membership has been approved in accordance with Article II, 
Section 1 (b). 

(g) By their signature of this Agreement, all governments 
accept it both on their own behalf and in respect of all their 
colonies, overseas territories, all territories under their protec- 
tion, suzerainty, or authority and all territories in respect of which 
they exercise a mandate. 

(h) In the case of governments whose metropolitan terri- 
tories have been under enemy occupation, the deposit of the 
instrument referred to in (a) above may be delayed until one 
hundred and eighty days after the date on which these territories 
have been liberated. If, however, it is not deposited by any such 
government before the expiration of this period, the signature 
affixed on behalf of that government shall become void and the 
portion of its subscription paid under (d) above shall be re- 
turned to it. 


(i) Paragraphs (d) and (h) shall come into force with 
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regard to each signatory government as from the date of its 
signature, 


Section 3. Inauguration of the Bank 


(a) As soon as this Agreement enters into force under 
Section 1 of this Article, each member shall appoint a governor 
and the member to whom the largest number of shares is allo- 
cated in Schedule A shall call the first meeting of the Board of 
Governors. 


(b) At the first meeting of the Board of Governors, arrange- 
ments shall be made for the selection of provisional executive 
directors. The governments of the five countries, to which the 
largest number of shares are allocated in Schedule A, shall 
appoint provisional executive directors. If one or more of such 
governments have not become members, the executive director- 
ships which they would be entitled to fill shall remain vacant until 
they become members, or until January 1, 1946, whichever is 
the earlier. Seven provisional executive directors shall be elected 
in accordance with the provisions of Schedule B and shall remain 
in office until the date of the first regular election of executive 
directors which shall be held as soon as practicable after January 
1, 1946. 


(c) The Board of Governors may delegate to the provis- 
ional executive directors any powers except those which may not 
be delegated to the Executive Directors. 


(d) The Bank shall notify members when it is ready to 
commence operations. ‘i 


Done at Washington, in a single copy which shall remain 
deposited in the archives of the Government of the United States 
of America, which shall transmit certified copies to all govern- 
ments whose names are set forth in Schedule A and to all govern- 
ments whose membership is approved in accordance with Article 
II, Section 1 (b). 
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SCHEDULE A 
SUBSCRIPTIONS 
(millions of dollars) (millions of dollars) 

Australia 200 India 400 
Belgium 225 Iran 24 
Bolivia 7 Iraq 6 
Brazil 105 Liberia 5 
Canada 325 Luxembourg 10 
Chile 35 Mexico 65 
China 600 Netherlands 275 
Colombia 35 New Zealand 50 
Costa Rica 2 Nicaragua 8 
Cuba 35 Norway 50 
Czechoslovakia 125 Panama A 
* Denmark Paraguay ‘ 8 
Dominican Republic 2 Peru 17.5 
Ecuador 3.2 Ehilippine Commonwealth 15 
Egypt 40 Polan 125 
El Salvador 1 Union of South Africa 100 
Ethiopia 3 Union of Soviet Socialist 
450 Republics 1200 

United Kingdom 1300 
Greece 25 

United States $175 
Guatemala Uruguay 10.5 
Haiti 2 Venezuela 10.5 
Honduras 1 Yugoslavia 40 
Iceland 1 Total 9100 


*The quota of Denmark shall be determined by the Bank after Denmark 
accepts membership in accordance with these Articles of Agreement. 


SCHEDULE B 
ELECTION OF EXECUTIVE DIRECTORS 


1. The election of the elective executive directors shall be 
by ballot of the Governors eligible to vote under Article V, 
Section 4 (b). 

2. In balloting for the elective executive directors, each 
governor eligible to vote shall cast for one person all of the votes 
to which the member appointing him is entitled under Section 
3 of Article V. The seven persons receiving the greatest nuraber 
of votes shall be executive directors, except that no person who 
receives less than fourteen percent of the total of the votes which 
can be cast (eligible votes) shall be considered elected. 

3. When seven persons are not elected on the first ballot, 
a second ballot shall be held in which the person who received 
the lowest number of votes shall be ineligible for election and 
in which there shall vote only (a) those governors who voted in 
the first ballot for a person not elected and (b) those governors 
whose votes for a person elected are deemed under 4 below to 
have raised the votes cast for that person above fifteen percent 
of the eligible votes. 
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4. In determining whether the votes cast by a governor 
are to be deemed to have raised the total of any person above 
fifteen percent of the eligible votes, the fifteen percent shall be 
deemed to include, first, the votes of the governor casting the 
largest number of votes for such person, then the votes of the 
governor casting the next largest number, and so on until fifteen 
percent is reached. 

5. Any governor, part of whose votes must be counted in 
order to raise the total of any person above fourteen percent 
shall be considered as casting all of his votes for such person 
even if the total votes for such person thereby exceed fifteen 
percent. 

6. If, after the second ballot, seven persons have not been 
elected, further ballots shall be held on the same principles until 
seven persons have been elected, provided that after six persons 
are elected, the seventh may be elected by a simple majority of 
_ the remaining votes and shall be deemed to have been elected 
by all such votes. 
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TEXT OF 
ARTICLES OF AGREEMENT 


INTERNATIONAL MONETARY FUND 


The Governments on whose behalf the present Agree- 
ment is signed agree as follows: 


Introductory Article 


The International Monetary Fund is established and 
shall operate in accordance with the following provisions: 


Article I. Purposes 


The purposes of the International Monetary Fund are: 

(i) To promote international monetary cooperation 
through a permanent institution which provides 
the machinery for consultation and collaboration 
on international monetary problems. 

(ii) To facilitate the expansion and balanced growth of 
international trade, and to contribute thereby to 
the promotion and maintenance of high levels of 
employment and real income and to the develop- 
ment of the productive resources of all members as 
primary objectives of economic policy. 

(iii) To promote exchange stability, to maintain orderly 
exchange arrangements among members, and to 
avoid competitive exchange depreciation. 

(iv) To assist in the establishment of a multilateral sys- 
tem of payments in respect of current transactions 
between members and in the elimination of foreign 
exchange restrictions which hamper the growth of 
world trade. 

(v) To give confidence to members by making the 
Fund’s resources available to them under adequate 
safeguards, thus providing them with opportunity 
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to correct maladjustments in their balance of pay- 
ments without resorting to measures destructive of 
national or international prosperity. 

(vi) In accordance with the above, to shorten the dura- 
tion and lessen the degree of disequilibrium in the 
international balances of payments of members. 

The Fund shall be guided in all its decisions by the pur- 

poses set forth in this Article. 


Article II. Membership 


SECTION 1. Original members.—The original members 
of the Fund shall be those of the countries represented at 
the United Nations Monetary and Financial Conference 
whose governments accept membership before the date 
specified in Article XX, Section 2 (e). 

SEc. 2. Other members.—Membership shall be open to 
the governments of other countries at such times and in 
accordance with such terms as may be prescribed by the 
Fund. 


Article III. Quotas and Subscriptions 


SECTION 1. Quotas.—Each member shall be assigned a 
quota. The quotas of the members represented at the 
United Nations Monetary and Financial Conference 
which accept membership before the date specified in 
Article XX, Section 2 (e), shall be those set forth in 
Schedule A. The quotas of other members shall be deter- 
mined by the Fund. 

Sec. 2, Adjustment of quotas.—The Fund shall at in- 
tervals of five years review, and if it deems it appropriate 
propose an adjustment of, the quotas of the members. 
It may also, if it thinks fit, consider at any other time 
the adjustment of any particular quota at the request of 
the member concerned. A, four-fifths majority of the 
total voting power shall be required for any change in 
quotas and no quota shall be changed without the consent 
of the member concerned. 
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Sec. 3. Subscriptions: Time, place, and form of pay- 
ment.—(a) The subscription of each member shall be 
equal to its quota and shall be paid in full to the Fund at 
the appropriate depository on or before the date when 
the member becomes eligible under Article XX, Section 4 
(c) or (d), to buy currencies from the Fund. 

(6) Each member shall pay in gold, as a minimum, the 
smaller of 

(i) twenty-five percent of its quota; or 
(ii) ten percent of its net official holdings of gold and 
- United States dollars as at the date when the Fund 
notifies members under Article XX, Section 4 (a) 
that it will shortly be in a position to begin exchange 
transactions. 
Each member shall furnish to the Fund the data neces- 
sary to determine its net official holdings of gold and 
United States dollars. 

(c) Each member shall pay the balance of its quota in 
its own currency. 

(d) If the net official holdings of gold and United 
States dollars of any member as at the date referred to 
in (b) (ii) above are not ascertainable because its terri- 
tories have been occupied by the enemy, the Fund shall 
fix an appropriate alternative date for determining such 
holdings. If such date is later than that on which the 
country becomes eligible under Article XX, Section 4 
(c) or (d), to buy currencies from the Fund, the Fund 
and the member shall agree on a provisional gold pay- 
ment to be made under (b) above, and the balance of the 
member’s subscription shall be paid in the member’s cur- 
rency, subject to appropriate adjustment between the 
member and the Fund when the net official holdings have 
been ascertained. 

Src. 4. Payments when quotas are changed.—(a) Each 
member which consents to an increase in its quota shall, 
within thirty days after the date of its consent, pay to 
the Fund twenty-five percent of the increase in gold and 
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the balance in its own currency. If, however, on the 
date when the member consents to an increase, its mon- 
etary reserves are less than its new quota, the Fund may 
reduce the proportion of the increase to be paid in gold. 

(6) If a member consents to a reduction in its quota, 
the Fund shall, within thirty days after the date of the 
consent, pay to the member an amount equal to the re- 
duction. The payment shall be made in the member’s 
currency and in such amount of gold as may be necessary 
to prevent reducing the Fund’s holdings of the currency 
below seventy-five percent of the new quota. 

Sec. 5. Substitution of securities for currency.—The 
Fund shall accept from any member in place of any part 
of the member’s currency which in the judgment of the 
Fund is not needed for its operations, notes or similar 
obligations issued by the member or the depository desig- 
nated by the member under Article XIII, Section 2, 
which shall be non-negotiable, non-interest bearing and 
payable at their par value on demand by crediting the 
account of the Fund in the designated depository. This 
Section shall apply not only to currency subscribed by 
members but also to any currency otherwise due to, or 
acquired by, the Fund. 


Article IV. Par Values of Currencies 


SECTION 1. Expression of par values.—(a) The par 
value of the currency of each member shall be expressed 
in terms of gold as a common denominator or in terms of 
the United States dollar of the weight and fineness in 
effect on July 1, 1944. 

(b) All computations relating to currencies of mem- 
bers for the purpose of applying the provisions of this 
Agreement shall be on the basis of their par values. 

SEc. 2. Gold purchases based on par values.—The Fund 
shall prescribe a margin above and below par value for 
transactions in gold by members, and no member shall 
buy gold at a price above par value plus the prescribed 
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margin, or sell gold at a price below par value minus the 
prescribed. margin. 

SEC. 3. Foreign exchange dealings based on parity.— 
The maximum and the minimum rates for exchange 
transactions between the currencies of members taking 
place within their territories shall not differ from parity. 

(i) in the case of spot exchange transactions, by more 
than one percent; and 

(ii) in the case of other exchange transactions, by a mar- 
gin which exceeds the margin for spot exchange 
transactions by more than the Fund considers rea- 
sonable. 

SEC. 4. Obligations regarding exchange stability.— (a) 
Each member undertakes to collaborate with the Fund 
to promote exchange stability, to maintain orderly ex- 
change arrangements with other members, and to avoid 
competitive exchange alterations. 

(b) Each member undertakes, through appropriate 
measures consistent with this Agreement, to permit with- 
in its territories exchange transactions between its cur- 
rency and the currencies of other members only within 
the limits prescribed under Section 3 of this Article. A 
member whose monetary authorities, for the settlement of 
international transactions, in fact freely buy and sell gold 
within the limits prescribed by the Fund under Section 
2 of this Article shall be deemed to be fulfilling this un- 
dertaking. 

Sec. 5. Changes in par values.—(a) A member shall 
not propose a change in the par value of its currency ex- 
cept to correct a fundamental disequilibrium. 

(b) A change in the par value of a member’s currency 
may be made only on the proposal of the member and 
only after consultation with the Fund. 

(c) When a change is proposed, the Fund shall first 
take into account the changes, if any, which have already 
taken place in the initial par value of the member’s cur- 
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rency as determined under Article XX, Section 4. If 

the proposed change, together with all previous changes, 

whether increases or decreases, 

(i) does not exceed ten percent of the initial par value, 

the Fund shall raise no objection; 

(ii) does not exceed a further ten percent of the initial 
par value, the Fund may either.concur or object, but 
shall declare its attitude within seventy-two hours 
if the member so requests; 

(iii) isnot within (i) or (ii) above, the Fund may either 
concur or object, but shall be entitled to a longer 
period in which to declare its attitude. 

(d) Uniform changes in par values made under Section 
7 of this Article shall not be taken into account in deter- 
mining whether a proposed change falls within (i), (ii), 
or (iii) of (c) above. 

(e) A member may change the par value of its currency 
without the concurrence of the Fund if the change does 
not affect the international transactions of members of 
the Fund, 

(f) The Fund shall concur in a proposed change which 
is within the terms of (c) (ii) or (¢) (iii) above if it is 
satisfied that the change is necessary to correct a funda- 
mental disequilibrium. In particular, provided it is so 
satisfied, it shall not object to a proposed change because 
of the domestic social or political policies of the member 
proposing the change. 

Sec. 6. Effect of unauthorized changes.—If a member 
changes the par value of its currency despite the objection 
of the Fund, in cases where the Fund is entitled to ob- 
ject, the member shall be ineligible to use the resources 
of the Fund unless the Fund otherwise determines; and 
if, after the expiration of a reasonable period, the differ- 
ence between the member and the Fund continues, the 
matter shall be subject to the provisions of Article XV, 
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Sec. 7. Uniform changes in par values.—Notwith- 
standing the provisions of Section 5 (b) of this Article, 
the Fund by a majority of the total voting power may 
make uniform proportionate changes in the par values of 
the currencies of all members, provided each such change 
is approved by every member which has ten percent or 
more of the total of the quotas. The par value of a mem- 
ber’s currency shall, however, not be changed under this 
provision if, within seventy-two hours of the Fund’s ac- 
tion, the member informs the Fund that it does not wish 
the par value of its currency to be changed by such action. 

Src. 8. Maintenance of gold value of the Fund’s assets. 

(a) The gold value of the Fund’s assets shall be main- 
tained notwithstanding changes in the par or foreign 
exchange value of the currency of any member. 

(b) Whenever (i) the par value of a member’s cur- 
rency is reduced, or (ii) the foreign exchange value of 
a member’s currency has, in the opinion of the Fund, 
depreciated to a significant extent within that member’s 
territories, the member shall pay to the Fund within a 
reasonable time an amount of its own currency equal to 
the reduction in the gold value of its currency held by 
the Fund. 

(c) Whenever the par value of a member’s currency 
is increased, the Fund shall return to such member 
within a reasonable time an amount in its currency equal 
to the increase in the gold value of its currency held by 
the Fund. 

(d) The provisions of this Section shall apply to a 
uniform proportionate change in the par values of the 
currencies of all members, unless at the time when such 
a change is proposed the Fund decides otherwise. 

Src. 9. Separate currencies within a member’s terri- 
tories.—A member proposing a change in the. par value 
of its currency shall be deemed, unless it declares other- 
wise, to be proposing a corresponding change in the par 
value of the separate currencies of all territories in re- 
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spect of which it has accepted this Agreement under 
Article XX, Section 2 (g). It shall, however, be open to 
a member to declare that its proposal relates either to 
the metropolitan currency alone, or only to one or more 
specified separate currencies, or to the metropolitan cur- 
rency and one or more specified separate currencies. 


Article VY. Transactions with the Fund 


SECTION 1. Agencies dealing with the Fund.—Each 
member shall deal with the Fund only through its Treas- 
ury, central bank, stabilization fund, or other similar 
fiscal agency and the Fund shall deal only with or through 
the same agencies. 

Sec. 2. Limitation on the Fund’s operations.—Except 
as otherwise provided in this Agreement, operations on 
the account of the Fund shall be limited to transactions 
for the purpose of supplying a member, on the initiative 
of such member, with the currency of another member in 
exchange for gold or for the currency of the member de- 
siring to make the purchase. 

Sec. 3. Conditions governing use of the Fund’s re- 
sources.—(a) A member shall be entitled to buy the cur- 
rency of another member from the Fund in exchange 
for its own currency subject to the following conditions: 

(i) The member desiring to purchase the currency rep- 
resents that it is presently needed for making in 
that currency payments which are consistent with 
the provisions of this Agreement; 

(ii) The Fund has not given notice under Article VII, 
Section 3, that its holdings of the currency desired 
have become scarce; 

(iii) The proposed purchase would not cause the Fund’s 
holdings of the purchasing member’s currency to in- 
crease by more than twenty-five percent of its quota 
during the period of twelve months ending on the 
date of the purchase nor to exceed two hundred per- 
cent of its quota, but the twenty-five percent limita- 
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tion shall apply only to the extent that the Fund’s 
holdings of the member’s currency have been 
brought above seventy-five percent of its quota if 
they had been below that amount; 


(iv) The Fund has not previously declared under Section 
5 of this Article, Article IV, Section 6, Article VI, 
Section 1, or Article XV, Section 2 (a), that the 
member desiring to purchase is ineligible to use the 
resources of the Fund. 


(6) A member shall not be entitled without the per- 
mission of the Fund to use the Fund’s resources to ac- 
quire currency to hold against forward exchange trans- 
actions. 

SEc. 4. Waiver of conditions—The Fund may in its 
discretion, and on terms which safeguard its interests, 
waive any of the conditions prescribed in Section 3 (a) 
of this Article, especially in the case of members with a 
record of avoiding large or continuous use of the Fund’s 
resources. In making a waiver it shall take into consid- 
eration periodic or exceptional requirements of the mem- 
ber requesting the waiver. The Fund shall also take into 
consideration a member’s willingness to pledge as col- 
lateral security gold, silver, securities, or other acceptable 
assets having a value sufficient in the opinion of the Fund 
to protect its interests and may require as a condition of 
waiver the pledge of such collateral security. 

Sec. 5. Ineligibility to use the Fund’s resources.— 
Whenever the Fund is of the opinion that any member 
is using the resources of the Fund in a manner contrary 
to the purposes of the Fund, it shall present to the mem- 
ber a report setting forth the views of the Fund and pre- 
scribing a suitable time for reply. After presenting such 
a report to a member, the Fund may limit the use of its 
resources by the member. If no reply to the report is re- 
ceived from the member within the prescribed time, or if 
the reply received is unsatisfactory, the Fund may con- 
tinue to limit the member’s use of the Fund’s resources or 
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may, after giving reasonable notice to the member, de- 
clare it ineligible to use the resources of the Fund. 

Sec. 6. Purchases of currencies from the Fund for 
gold.—(a) Any member desiring to obtain, directly or 
indirectly, the currency of another member for gold 
shall, provided that it can do so with equal advantage, 
acquire it by the sale of gold to the Fund. 

(b) Nothing in this Section shall be deemed to preclude 
any member from selling in any market gold newly pro- 
duced from mines located within its territories. 

SEc. 7. Repurchase by a member of its currency held by 
the Fund,—(a) A member may repurchase from the 
Fund and the Fund shall sell for gold any part of the 
Fund’s holdings of its currency in excess of its quota. 

(b) At the end of each financial year of the Fund, a 
member shall repurchase from the Fund with gold or 
convertible currencies, as determined in accordance with 
Schedule B, part of the Fund’s holdings of its currency 
under the following conditions: 


(i) Each member shall use in repurchases of its own 
currency from the Fund an amount of its monetary 
reserves equal in value to one-half of any increase 
that has occurred during the year in the Fund’s 
holdings of its currency plus one-half of any in- 
crease, or minus one-half of any decrease, that has 
occurred during the year in the member’s monetary 
reserves. This rule shall not apply when a member’s 
monetary reserves have decreased during the year 
by more than the Fund’s holdings of its currency 
have increased. 

(ii) If after the repurchase described in (i) above (if 
required) has been made, a member’s holdings of 
another member’s currency (or of gold acquired 
from that member) are found to have increased by 
reason of transactions in terms of that currency 
with other members or persons in their territories, 
the member whose holdings of such currency (or 
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gold) have thus increased shall use the increase to 
repurchase its own currency from the Fund. 
(c) None of the adjustments described in (b) above 
shall be carried to a point at which 
(i) the member’s monetary reserves are below its quota, 
or 
(ii) the Fund’s holdings of its currency are below 
seventy-five percent of its quota, or 
(iii) the Fund’s holdings of any currency required to be 
used are above seventy-five percent of the quota of 
the member concerned. 


SEc. 8. Charges.—(a) Any member buying the cur- 
rency of another member from the Fund in exchange for 
its own currency shall pay a service charge uniform for 
all members of three-fourths percent in addition to the 
parity price. The Fund in its discretion may increase 
this service charge to not more than one percent or reduce 
it to not less than one-half percent. 

(b) The Fund may levy a reasonable handling charge 
on any member buying gold from the Fund or selling gold 
to the Fund. 

(c) The Fund shall levy charges uniform for all mem- 
bers which shall be payable by any member on the aver- 
age daily balances of its currency held by the Fund in 
excess of its quota. These charges shall be at the follow- 
ing rates: 

(i) On amounts not more than twenty-five percent in 
excess of the quota: no charge for the first three 
months; one-half percent per annum for the next 
nine months; and thereafter an increase in the 
charge of one-half percent for each subsequent year. 

(ii) On amounts more than twenty-five percent and not 
more than fifty percent in excess of the quota: an 
additional one-half percent for the first year; and 
an additional one-half percent for each subsequent 
year. 
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(iii) On each additional bracket of twenty-five percent 
in excess of the quota: an additional one-half per- 
cent for the first year; and an additional one-half 
percent for each subsequent year. 


(d) Whenever the Fund’s holdings of a member’s cur- 
rency are such that the charge applicable to any bracket 
for any period has reached the rate of four percent per 
annum, the Fund and the member shall consider means 
by which the Fund’s holdings of the currency can be re- 
duced. Thereafter, the charges shall rise in accordance 
with the provisions of (c) above until they reach five 
percent and failing agreement, the Fund may then impose 
such charges as it deems appropriate. 

(e, The rates referred to in (c) and (d) above may 
be changed by a three-fourths majority of the total voting 
power. 

(f) All charges shall be paid in gold. If, however, the 
member’s monetary reserves are less than one-half of its 
quota, it shall pay in gold only that proportion of the 
charges due which such reserves bear to one-half of its 
quota, and shall pay the balance in its own currency. 


Article VI. Capital Transfers 


SECTION 1. Use of the Fund’s resources for capital 
transfers.—(a)A member may not make net use of the 
Fund’s resources to meet a large or sustained outflow 
of capital, and the Fund may request a member to exer- 
cise controls to prevent such use of the resources of the 
Fund. If, after receiving such a request, a member fails 
to exercise appropriate controls, the Fund may declare 
the member ineligible to use the resources of the Fund. 

(b) Nothing in this Section shall be deemed 

(i) to prevent the use of the resources of the Fund for 
capital transactions of reasonable amount required 
for the expansion of exports or in the ordinary 
course of trade, banking or other business, or 
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(ii) to affect capital movements which are met out of a 
member’s own resources of gold and foreign ex- 
change, but members undertake that such capital 
movements will be in accordance with the purposes 
of the Fund. 

SEC. 2. Special provisions for capital transfers.—If the 
Fund’s holdings of the currency of a member have re- 
mained below seventy-five percent of its quota for an im- 
mediately preceding period of not less than six months, 
such member, if it has not been declared ineligible to use 
the resources of the Fund under Section 1 of this Article, 
Article IV, Section 6, Article V, Section 5, or Article XV, 
Section 2 (a), shall be entitled, notwithstanding the pro- 
visions of Section 1 (a) of this Article, to buy the cur- 
rency of another member from the Fund with its own cur- 
rency for any purpose, including capital transfers. Pur- 
chases for capital transfers under this Section shall not, 
however, be permitted if they have the effect of raising 
the Fund’s holdings of the currency of the member desir- 
ing to purchase above seventy-five percent of its quota, 
or of reducing the Fund’s holdings of the currency desired 
below seventy-five percent of the quota of the member 
whose currency is desired. 

Src. 3. Controls of capital transfers.—Members may 
exercise such controls as are necessary to regulate inter- 
national capital movements, but no member may exercise 
these controls in a manner which will restrict payments 
for current transactions or which will unduly delay trans- 
fers of funds in settlement of commitments, except as 
provided in Article VII, Section 3 (6), and in Article 


XIV, Section 2. 
Article VII. Scarce Currencies 
SECTION 1. General scarcity of cwrrency.—If the Fund 
finds that a general scarcity of a particular currency is 


developing, the Fund may so inform members and may 
issue a report setting forth the causes of the scarcity and 


} 
| 
| 
ont 
} 4) 
ks 
if 
— 
4 
32 
—— 
4 
j 
3 
> 
y q 


74 INTERNATIONAL LENDING AGENCIES 


containing recommendations designed to bring it to an 
end. A representative of the member whose currency is 
involved shall participate in the preparation of the report. 

Sec. 2. Measures to replenish the Fund’s holdings of 
scarce currencies—The Fund may, if it deems such ac- 
tion appropriate to replenish its holdings of any member’s 
currency, take either or both of the following steps: 

(i) Propose to the member that, on terms and con- 
ditions agreed between the Fund and the member, 
the latter lend its currency to the Fund or that, 
with the approval of the member, the Fund borrow 
such currency from some other source either within 
or outside the territories of the member, but no 
member shall be under any obligation to make such 
loans to the Fund or to approve the borrowing of 
its currency by the Fund from any other source, 

(ii) Require the member to sell its currency to the Fund 
for gold. 

Sec. 3. Scarcity of the Fund’s holdings.—(a) If it be- 
comes evident to the Fund that the demand for a mem- 
ber’s currency seriously threatens the Fund’s ability to 
supply that currency, the Fund, whether or not it has 
issued a report under Section 1 of this Article, shall 
formally declare such currency scarce and shall thence- 
forth apportion its existing and accruing supply of the 
scarce currency with due regard to the relative needs of 
members, the general international economic situation, 
and any other pertinent considerations. The Fund shall 
also issue a report concerning its action. 

(b) A formal declaration under (a) above shall oper- 
ate as an authorization to any member, after consultation 
with the Fund, temporarily to impose limitations on the 
freedom of exchange operations in the scarce currency. 
Subject to the provisions of Article IV, Sections 8 and 4, 
the member shall have complete jurisdiction in deter- 
mining the nature of such limitations, but they shall be 
no more restrictive than is necessary to limit the demand 
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for the scarce currency to the supply held by, or accruing 
to, the member in question ; and they shall be relaxed and 
removed as rapidly as conditions permit. 

(c) The authorization under (6) above shall expire 
whenever the Fund formally declares the currency in 
question to be no longer scarce. 

SEC. 4, Administration of restrictions Any member 
imposing restrictions in respect of the currency of any 
other member pursuant to the provisions of Section 3 (b) 
of this Article shall give sympathetic consideration to 
any representations by the other member regarding the 


administration of such restrictions. 


Sec. 5. Effect of other international agreements on 
restrictions.—Members agree not to invoke the obliga- 
tions of any engagements entered into with other mem- 
bers prior to this Agreement in such a manner as will 
prevent the operation of the provisions of this Article. 


_ Article VIII. General Obligations of Members 


SECTION 1. Introduction.—In addition to the obliga- 
tions assumed under other articles of this Agreement, 
each member undertakes the obligations set out in this 
Article. 

Sec. 2. Avoidance of restrictions on current pay- 


_ments.—(a) Subject to the provisions of Article VII, 


Section 8 (b), and Article XIV, Section 2, no member, 
shall, without the approval of the Fund, impose restric- 
tions on the making of payments and transfers for cur- 
rent international transactions. 

(b) Exchange contracts which involve the currency of 
any member and which are contrary to the exchange con- 
trol regulations of that member maintained or imposed 
consistently with this Agreement shall be unenforceable 
in the territories of any member. In addition, members 
may, by mutual accord, co-operate in measures for the 
purpose of making the exchange control regulations of 
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either member more effective, provided that such meas- 
ures and regulations are consistent with this Agreement. 

SEc. 3. Avoidance of discriminatory currency prac- 
tices.—No member shall engage in, or permit any of its 
fiscal agencies referred to in Article V, Section 1, to 
engage in, any discriminatory currency arrangements or 
multiple currency practices except as authorized under 
this Agreement or approved by the Fund. If such ar- 
rangements and practices are engaged in at the date when 
this Agreement enters into force the member concerned 
shall consult with the Fund as to their progressive re- 
moval unless they are maintained or imposed under 
Article XIV, Section 2, in which case the provisions of 
Section 4 of that Article shall apply. 

SEC. 4, Convertibility of foreign-held balances.—(a) 
Each member shall buy balances of its currency held by 
another member if the latter, in requesting the purchase, 
represents 

(i) that the balances to be bought have been recently 
acquired as a result of current transactions; or 
(ii) that their conversion is needed for making payments 
for current transactions. 
The buying member shall have the option to pay either in 
the currency of the member making the request or in 
gold. 

(b) The obligation in (a) above shall not apply 

(i) when the convertibility of the balances has been 

restricted consistently with Section 2 of this Article, 
or Article VI, Section 3; or 

(ii) when the balances have accumulated as a result of 
transactions effected before the removal by a mem- 
ber of restrictions maintained or imposed under 
Article XIV, Section 2; or 

(iii) when the balances have been acquired contrary to 
the exchange regulations of the member which is 
asked to buy them; or 
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(iv) when the currency of the member requesting the © 


purchase has been declared scarce under Article 
VII, Section 3 (a) ; or 

(v) when the member requested to make the purchase 
is for any reason not entitled to buy currencies of 
other members from the Fund for its own currency. 


Sec. 5. Furnishing of information.—(a) The Fund 
may require members to furnish it with such information 
as it deems necessary for its operations, including, as 
the minimum necessary for the effective. discharge of the 
Fund’s duties, national data on the following matters: 


(i) Official holdings at home and abroad, of (1) gold, 
(2) foreign exchange. 

(ii) Holdings at home and abroad by banking and fi- 
nancial agencies, other than official agencies, of 
(1) gold, (2) foreign exchange. 

(iii) Production of gold. 

(iv) Gold exports and imports according to countries 
of destination and origin. 

(v) Total exports and imports of merchandise, in 
terms of local currency values, according to coun- 
tries of destination and origin. 

(vi) International balance of payments, including (1) 
trade in goods and services, (2) gold transactions, 
(3) known capital transactions, and (4) other 
items. 

(vii) International investment position, 7. e., invest- 
ments within the territories of the member owned 
abroad and investments abroad owned by persons 
in its territories so far as it is possible to furnish 
this information. 

(viii) National income. 

(ix) Price indices, 7. e., indices of commodity prices in 
wholesale and retail markets and of export and 
import prices. 

(x) Buying and selling rates for foreign currencies, 
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' (xi) Exchange controls, i. e., a comprehensive state- 
ment of exchange controls in effect at the time of 
assuming membership in the Fund and details of 
subsequent changes as they occur. 


(xii) Where official clearing arrangements exist, details 
- of amounts awaiting clearance in respect of com- 
mercial and financial transactions, and of the 
length of time during which such arrears have 

been outstanding. 


(6) In requesting information the Fund shall take into 
consideration the varying ability of members to furnish 
the data requested. Members shall be under no obligation 
to furnish information in such detail that the affairs of 
individuals or corporations are disclosed. Members un- 
dertake, however, to furnish the desired information in 
as detailed and accurate a manner as is practicable, and, 
so far as possible, to avoid mere estimates. 


(c) The Fund may arrange to obtain further informa- 
tion by agreement with members. It shall act as a centre 
for the collection and exchange of information on mone- 
tary and financial problems, thus facilitating the prepa- 
ration of studies designed to assist members in develop- 
ing policies which further the purposes of the Fund. 


SEc. 6. Consultation between members regarding exist- 
ing international agreements.—Where under this Agree- 
ment a member is authorized in the special or temporary 
circumstances specified in the Agreement to maintain or 
establish restrictions on exchange transactions, and there 
are other engagements between members entered into 
prior to this Agreement which conflict with the applica- 
tion of such restrictions, the parties to such engagements 
will consult with one another with a view to making such 
mutually acceptable adjustments as may be necessary. 
The provisions of this Article shall be without prejudice 
to the operation of Article VII, Section 5. 


- 


INTERNATIONAL LENDING AGENCIES 79 
Article [X. Status, Immunities and Privileges 


SECTION 1. Purpose of Article—To enable the Fund 
to fulfill the functions with which it is entrusted, the 
status, immunities and privileges set forth in this Article 
shall be accorded to the Fund in the territories of each 
member. 


Sec. 2. Status of the Fund.—The Fund shall possess 
full juridical personality, and in particular, the capacity 


(i) to contract; 

(ii) to acquire and dispose of immovable and movable 
property ; 
(iii) to institute legal proceedings. 

Sec. 3. Immunity from judicial process.—The Fund, 
its property and its assets, wherever located and by 
whomsoever held, shall enjoy immunity from every form 
of judicial process except to the extent that it expressly 
waives its immunity for the purpose of any proceedings 
or by the terms of any contract. 


SEc. 4. Immunity from other action.—Property and 
assets of the Fund, wherever located and by whomsoever 
held, shall be immune from search, requisition, confisca- 
tion, expropriation or any other form of seizure by ex- 
ecutive or legislative action. 


_ Sec. 5. Immunity of archives.—The archives of the 
Fund shall be inviolable. 


Sec. 6. Freedom of assets from restrictions._-To the 
extent necessary to carry out the operations provided for 
in this Agreement, all property and assets of the Fund 
shall be free from restrictions, regulations, controls and 
moratoria of any nature. 

Sec. 7. Privilege for communications.—The official 
communications of the Fund shall be accorded by mem- 
bers the same treatment as the official communications of 
other members. 
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SEc. 8. Immunities and privileges of officers and em- 
ployees.—All governors, executive directors, alternates, 
officers and employees of the Fund 

(i) shall be immune from legal process with respect to 

acts performed by them in their official capacity 
except when the Fund waives this immunity; 


(ii) not being local nationals, shall be granted the same 
immunities from immigration restrictions, alien 
registration requirements and national service obli- 
gations and the same facilities as regards exchange 
restrictions as are accorded by members to the rep- 
resentatives, officials, and employees of comparable 
rank of other members; 


(iii) shall be granted the same treatment in respect of 
traveling facilities as is accorded by members to 


representatives, officials and employees of compa- 
rable rank of other members. 


SEC. 9. Immunities from taxation.—(a) The Fund, its 
assets, property, income and its operations and transac- 
tions authorized by this Agreement,. shall be immune 
from all taxation and from all customs duties. The Fund 
shall also be immune from liability for the collection or 
payment of any tax or duty. 

(b) No tax shall be levied on or in respect of salaries 
and emoluments paid by the Fund to executive directors, 
alternates, officers or employees of the Fund who are not 
local citizens, local subjects, or other local nationals. 


(c) No taxation of any kind shall be levied on any ob- 
ligation or security issued by the Fund, including any 
dividend or interest thereon, by whomsoever held 

(i) which discriminates against such obligation or se- 
curity solely because of its origin; or 

(ii) if the sole jurisdictional basis for such taxation is 
the place or currency in which it is issued, made 
payable or paid, or the location of any office or place © 
of business maintained by the Fund. 
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Sec. 10. Application of Article—Each member shall 
take such action as is necessary in its own territories for 
the purpose of making effective in terms of its own law 
the principles set forth in this Article and shall inform 
the Fund of the detailed action which it has taken. 


Article X. Relations with Other International Organizations 


The Fund shall cooperate within the terms of this 
Agreement with any general international organization 
and with public international organizations having spe- 
cialized responsibilities in related fields. Any arrange- 
ments for such cooperation which would involve a modi- 
fication of any provision of this Agreement may be 
effected only after amendment to this Agreement under 
Article XVII. 


Article XI. Relations with Non-member Countries 


SECTION 1. Undertakings regarding relations with non- 

member countries.—Each member undertakes: 

(i) Not to engage in, nor to permit any of its fiscal 
agencies referred to in Article V, Section 1, to en- 
gage in, any transactions with a non-member or 
with persons in a non-member’s territories which 
would be contrary to the provisions of this Agree- 
ment or the purposes of the Fund; 

(ii) Not to cooperate with a non-member or with per- 
sons in a non-member’s territories in practices 
which would be contrary to the provisions of this 
Agreement or the purposes of the Fund; and 

(iii) To cooperate with the Fund with a view to the ap- 
plication in its territories of appropriate measures 
to prevent transactions with non-members or with 
persons in their territories which would be con- 
trary to the provisions of this Agreement or the 
purposes of the Fund. 

Src. 2. Restrictions on transactions with non-member 
countries.—Nothing in this Agreement shall affect the 
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right of any member to impose restrictions on exchange 
transactions with non-members or with persons in their 
territories unless the Fund finds that such restrictions 
prejudice the interests of members and are contrary to 
the purposes of the Fund. 


Article XII. Organization and Management 


SECTION 1. Structure of the Fund.—The Fund shall 
have a Board of Governors, Executive Directors, a Man- 
aging Director, and a staff. 


SEc. 2. Board of Governors.—(a) All powers of the 
Fund shall be vested in the Board of Governors, con- 
sisting of one governor and one alternate appointed by 
each member in such manner as it may determine. Each 
governor and each alternate shall serve for five years, 
subject to the pleasure of the member appointing him, 
and may be reappointed. No alternate may vote except 
in the absence of his principal. The Board shall select 
one of the governors as chairman. 

(b) The Board of Governors may delegate to the Ex- 
ecutive Directors authority to exercise any powers of the 
Board, except the power to: 

(i) Admit new members and determine the conditions 

of their admission. 

(ii) Approve a revision of quotas. 

(iii) Approve a uniform change in the par value of the 
currencies of all members. 

(iv) Make arrangements to cooperate with other inter- 
national organizations (other than informal ar- 
rangements of a temporary or administrative 
character). 

(v) Determine the distribution of the net income of 
the Fund. 

(vi) Require a member to withdraw. 


(vii) Decide to liquidate the Fund. 
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(viii) Decide appeals from interpretations of this agree- 
ment given by the Executive Directors. 

(c) The Board of Governors shall hold an annual meet- 
ing and such other meetings as may be provided for by 
the Board or called by the Executive Directors. Meet- 
ings of the Board shall be called by the Directors when- 
ever requested by five members or by members having 
one-quarter of the total voting power. 

(d) A quorum for any meeting of the Board of Gov- 
ernors shall be a majority of the governors exercising 
not less than two-thirds of the total voting power. 

(e) Each governor shall be entitled to cast the number 
of votes allotted under Section 5 of this Article to the 
member appointing him. 

(f) The Board of Governors may by regulation estab- 
lish a procedure whereby the Executive Directors, when 
they deem such action to be in the best interests of the 
Fund, may obtain a vote of the governors on a specific 
question without calling a meeting of the Board. 

(g) The Board of Governors, and the Executive Direc- 
tors to the extent authorized, may adopt such rules and 
regulations as may be necessary or appropriate to con- 
duct the business of the Fund. 

(h) Governors and alternates shall serve as such with- 
out compensation from the Fund, but the Fund shall pay 
them reasonable expenses incurred in attending meetings, 

(i) The Board of Governors shall determine the remu- 
neration to be paid to the Executive Directors and the 
salary and terms of the contract of service of the Manag- 
ing Director. 

Sec. 3. Executive Directors.—(a) The Executive Di- 
rectors shall be responsible for the conduct of the general 
operations of the Fund, and for this purpose shall exer- 
cise all the powers delegated to them by the Board of 
Governors. 

(b) There shall be not less than twelve directors who 
need not be governors, and of whom 
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(i) five shall be appointed by the five members having 
the largest quotas; 

(ii) not more than two shall be appointed when the 
provisions of (c) below apply; 

(iii) five shall be elected by the members not entitled to 
appoint directors, other than the American Repub- 
lies; and. 

(iv) two shall be elected by the American Republics not 
entitled to appoint directors. 

For the purposes of this paragraph, members means gov- 

ernments of countries whose names are set forth in Sched- 

ule A, whether they become members in accordance with 

Article XX or in accordance with Article II, Section 2. 

When governments of other countries become members, 

the Board of Governors may, by a four-fifths majority of 

the total voting power, increase the number of directors to 
be elected. 

(c) If, at the second regular election of directors and 
thereafter, the members entitled to appoint directors un- 
der (b) (i) above do not include the two members, the 
holdings of whose currencies by the Fund have been, on 
the average over the preceding two years, reduced below 
their quotas by the largest absolute amounts in terms of 
gold as a common denominator, either one or both of 
such members, as the case may be, shall be entitled to ap- 
point a director. 

(d) Subject to Article XX, Section 3 (b) elections of 
elective directors shall be conducted at intervals of two 
years in accordance with the provisions of Schedule C, 
supplemented by such regulations as the Fund deems 
appropriate. Whenever the Board of Governors increases 
the number of directors to be elected under (b) above, it 
shall issue regulations making appropriate changes in the 
proportion of votes required to elect directors under the 
provisions of Schedule C. 

(e) Each director shall appoint an alternate with full 
power to act for him when he is not present.. When the 


directors appointing them are present, alternates may 
participate in meetings but may not vote. 

(f) Directors shall continue in office until their suc- 
cessors are appointed or elected. If the office of an elected 
director becomes vacant more than ninety days before the 
end of his term, another director shall be elected for the 
remainder of the term by the members who elected the 
former director. A majority of the votes cast shall be 
required for election. While the office remains vacant, the 
alternate of the former director shall exercise his powers, 
except that of appointing an alternate. 

(g) The Executive Directors shall function in continu- 
ous session at the principal office of the Fund and shall 
meet as often as the business of the Fund may require. 

(h) A quorum for any meeting of the Executive Direc- 
tors shall be a majority of the directors representing not 
less than one-half of the voting power. 

(t) Each appointed director shall be entitled to cast 
the number of votes allotted under Section 5 of this 
Article to the member appointing him. Each elected direc- 
tor shall be entitled to cast the number of votes which 
counted towards his election. When the provisions of 
Section 5 (b) of this Article are applicable, the votes 
which a director would otherwise be entitled to cast shall 
be increased or decreased correspondingly. All the votes 
which a director is entitled to cast shall be cast as a unit. 

(j) The Board of Governors shall adopt regulations 
under which a member not entitled to appoint a director 
under (b) above may send a representative to attend any 
meeting of the Executive Directors when a request made 
by, or a matter particularly affecting, that member is 
under consideration. 

(k) The Executive Directors may appoint such com- 
mittees as they deem advisable. Membership of commit- 
tees need not be limited to governors or directors or their 
alternates. 
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Sec. 4. Managing Director and staff—(a) The Execu- 
tive Directors shall select a Managing Director who shall 
not be a governor or an executive director. The Manag- 
ing Director shall be chairman of the Executive Direc- 
tors, but shall have no vote except a deciding vote in case 
of an equal division. He may participate in meetings 
of the Board of Governors, but shall not vote at such 
meetings. The Managing Director shall cease to hold office 
when the Executive Directors so decide. 

(6) The Managing Director shall be chief of the oper- 
ating staff of the Fund and shall conduct, under the 
direction of the Executive Directors, the ordinary busi- 
ness of the Fund. Subject to the general control of the 
Executive Directors, he shall be responsible for the organ- 
ization, appointment and dismissal of the staff of the 
Fund. 


(c) The Managing Director and the staff of the Fund, 
in the discharge of their functions, shall owe their duty 
entirely to the Fund and to no other authority. Each 
member of the Fund shall respect the international char- 
acter of this duty and shall refraig from all attempts to 
influence any of the staff in the discharge of his functions. 

(d) In appointing the staff the Managing Director 
shall, subject to the paramount importance of securing 
the highest standards of efficiency and of technical com- 
petence, pay due regard to the importance of recruiting 
personnel on as wide a geographical basis as possible. 

SEc. 5. Voting.—(a) Each member shall have two hun- 
dred fifty votes plus one additional vote for each part of 
its quota equivalent to one hundred thousand United 
States dollars. 

(b) Whenever voting is required under Article V, 
Section 4 or 5, each member shall have the number of 
votes to which it is entitled under (a) above, adjusted 

(i) by the addition of one vote for the equivalent of each 
four hundred thousand United States dollars of net 
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sales of its currency up to the date when the vote is 
taken, or 


(ii) by the subtraction of one vote for the equivalent of 
each four hundred thousand United States dollars 
of its net purchases of the currencies of other mem- 
bers up to the date when the vote is taken; 


provided, that neither net purchases nor net sales shall 
be deemed at any time to exceed an amount equal to the 
quota of the member involved. 


(c) For the purpose of all computations under this 
Section, United States dollars shall be deemed to be of 
the weight and fineness in effect on July 1, 1944, adjusted 
for any uniform change under Article IV, Section 7, if 
a waiver is made under Section 8 (d) of that Article. 


(d) Except as otherwise specifically provided, all de- 
cisions of the Fund shall be made by a majority of the 
votes cast. 


SEC. 6. Distribution of net income.—(a) The Board 
of Governors shall determine annually what part of the 
Fund’s net income shall be placed to reserve and what 
part, if any, shall be distributed. 

(b) If any distribution is made, there shall first be 
distributed a two percent non-cumulative payment to 
each member on the amount by which seventy-five per- 
cent of its quota exceeded the Fund’s average holdings 
of its currency during that year. The balance shall be 
paid to all members in proportion to their quotas. Pay- 
ments to each member shall be made in its own currency. 

Sec. 7. Publication of reports.—(a) The Fund shall 
publish an annual report containing an audited state- 
ment of its accounts, and shall issue, at intervals of three 
months or less, a summary statement of its transactions 
and its holdings of gold and currencies of members. 

(b) The Fund may publish such other reports as it 
deems desirable for carrying out its purposes, 
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SEC. 8. Communication of views to members.—The 
Fund shall at all times have the right to communicate its 
views informally to any member on any matter arising 
under this Agreement. The Fund may, by a two-thirds 
majority of the total voting power, decide to publish a re- 
port made to a member regarding its monetary or eco- 
nomic conditions and developments which directly tend 
to produce a serious disequilibrium in the international 
balance of payments of members. If the member is not 
entitled to appoint an executive director, it shall be en- 
titled to representation in accordance with Section 3 (j) 
of this Article. The Fund shall not publish a report in- 
volving changes in the fundamental structure of the eco- 
nomic organization of members. 


Article XIII. Offices and Depositories 


SECTION 1. Location of offices.—The principal office of 
the Fund shall be located in the territory of the member 
having the largest quota, and agencies or branch offices 
may be established in the territories of other members. 

SEC. 2. Depositories.—(a) Each member country shall 
designate its central bank as a depository for all the 
Fund’s holdings of its currency, or if it has no central 
bank it shall designate such other institution as may be 
acceptable to the Fund. 

(b) The Fund may hold other assets, including gold, 
in the depositories designated by the five members having 
the largest quotas and in such other designated deposi- 
tories as the Fund may select. Initially, at least one- 
half of the holdings of the Fund shall be held in the 
depository designated by the member in whose terri- 
tories the Fund has its principal office and at least forty 
percent shall be held in the depositories designated by 
the remaining four members referred to above. How- 
ever, all transfers of gold by the Fund shall be made with 
due regard to the costs of transport and anticipated re- 
quirements of the Fund. In an emergency the Executive 
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Directors may transfer all or any part of the Fund’s gold 
holdings to any place where they can be adequately pro- 
tected. 


SEc. 3. Guarantee of the Fund’s assets.—Each member 
guarantees all assets of the Fund against loss resulting 
from failure or default on the part of the depository 
designated by it. 


Article XIV. Transitional Period 


SECTION 1. Introduction.—The Fund is not intended to 
provide facilities for relief or reconstruction or to deal 
with international indebtedness arising out of the war. 

SEC. 2. Exchange restrictions.—In the post-war transi- 
tional period members may, notwithstanding the pro- 
visions of any other articles of this Agreement, maintain 
and adapt to changing circumstances (and, in the case 
of members whose territories have been occupied by the 
enemy, introduce where necessary) restrictions on pay- 
ments and transfers for current international transac- 
tions. Members shall, however, have continuous regard 
in their foreign exchange policies to the purposes of the 
Fund; and, as s~~n as conditions permit, they shall take 
all possible mea es to develop such commercial and 
financial arrangements with other members as will facil- 
itate international payments and the maintenance of 
exchange stability. In particular, members shall with- 
draw restrictions maintained or imposed under this Sec- 
tion as soon as they are satisfied that they will be able, 
in the absence of such restrictions, to settle their balance 
of payments in a manner which will not unduly encumber 
their access to the resources of the Fund. 

Src. 3. Notification to the Fund.—Each member shall 
notify the Fund before it becomes eligible under Article 
XX, Section 4 (c) or (ad), to buy currency from the 
Fund, whether it intends to avail itself of the transitional 
arrangements in Section 2 of this Article, or whether it is 
prepared to accept the obligations of Article VIII, Sec- 
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tions 2,3, and 4, A member availing itself of the transi- 
tional arrangements shall notify the Fund as soon there- 
after as it is prepared to accept the above-mentioned 
obligations. 

SEc. 4. Action of the Fund relating to restrictions.— 
Not later than three years after the date on which the 
Fund begins operations and in each year thereafter, the 
Fund shall report on the restrictions still in force under 
Section 2 of this Article. Five years after the date on 
which the Fund begins operations, and in each year there- 
after, any member still retaining any restrictions incon- 
sistent with Article VIII, Sections 2, 3, or 4, shall consult 
the Fund as to their further retention. The Fund may, if 
it deems such action necessary in exceptional circum- 
stances, make representations to any member that condi- 
tions are favorable for the withdrawal of any particular 
restriction, or for the general abandonment of restric- 
tions, inconsistent with the provisions of any other article 
of this Agreement. The member shall be given a suitable 
time to reply to such representations. If the Fund finds 
that the member persists in maintaining restrictions 
which are inconsistent with the purposes of the Fund, the 
member shall be subject to Article XV, Section 2 (a). 

Sec. 5. Nature of transitional period.—In its relations 
with members, the Fund shall recognize that the post- 
war transitional period will be one of change and adjust- 

‘ment and in making decisions on requests occasioned 
thereby which are presented by any member it shall give 
the member the benefit of any reasonable doubt. 


Article XV. Withdrawal from Membership 


SECTION 1. Right of members to withdraw.—Any 
member may withdraw from the Fund at any time by 
transmitting a notice in writing to the Fund at its prin- 
cipal office. Withdrawal shall become effective on the date 
such notice is received. — 

Sec. 2. Compulsory withdrawal.—(a) If a member 
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fails to fulfill any of its obligations under this Agreement, 
the Fund may declare the member ineligible to use the re- 
sources of the Fund. Nothing in this Section shall be 
deemed to limit the provisions of Article IV, Section 6, 
Article V, Section 5, or Article VI, Section 1. 

(b) If, after the expiration of a reasonable period the 
member persists in its failure to fulfill any of its obliga- 
tions under this Agreement, or a difference between a 
member and the Fund under Article IV, Section 6, con- 
tinues, that member may be required to withdraw from 
membership in the Fund by a decision of the Board of 
Governors carried by a majority of the governors repre- 
senting a majority of the total voting power. 

(c) Regulations shall be adopted to ensure that before 
action is taken against any member under (a) or (6) 
above, the member shall be informed in reasonable time 
of the complaint against it and given an adequate oppor- 
tunity for stating its case, both orally and in writing. 

SEC. 3. Settlement of accounts with members withdraw- 
ing.—When a member withdraws from the Fund, normal 


’ transactions of the Fund in its currency shall cease and 


settlement of all accounts between it and the Fund shall 
be made with reasonable despatch by agreement between 
it and the Fund. If agreement is not reached promptly, 
the provisions of Schedule D shall apply to the settlement 
of accounts. 
Article XVI. Emergency Provisions 
SECTION 1. Temporary suspension.—(a) In the event 

of an emergency or the development of unforeseen cir- 
cumstances threatening the operations of the Fund, the 
Executive Directors by unanimous vote may suspend for 
a period of not more than one hundred twenty days the 
operation of any of the following provisions: 

(i) Article IV, Sections 3 and 4 (6). 

(ii) Article V, Sections 2, 3, 7,8 (a) and (f). 
(iii) Article VI, Section 2. 
(iv) Article XI, Section 1. 
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_ ((6) Simultaneously with any decision to suspend the 
operation of any of the foregoing provisions, the Execu- 
tive Directors shall call a meeting of the Board of Gov- 
ernors for the earliest practicable date. 

(c) The Executive Directors may not extend any sus- 
pension beyond one hundred twenty days. Such suspen- 
sion may be extended, however, for an additional period 
of not more than two hundred forty days, if the Board of 
Governors by a four-fifths majority of the total voting 
power so decides, but it may not be further extended 
except by amendment of this Agreement pursuant to 
Article XVII. 

(d) The Executive Directors may, by a majority of the 

total voting power, terminate such suspension at any 
time. 
— SEc. 2. Liquidation of the Fund.—(a) The Fund may 
not be liquidated except by decision of the Board of 
Governors. In an emergency, if the Executive Directors 
decide that liquidation of the Fund may be necessary, 
they may temporarily suspend all transactions, pending 
decision by the Board. 

(b) If the Board of Governors decides to liquidate 
the Fund, the Fund shall forthwith cease to engage in 
any activities except those incidental to the orderly col- 
lection and liquidation of its assets and the settlement 
of its liabilities, and all obligations of members under 
this Agreement shall cease except those set out in this 
Article, in Article XVII, paragraph (c), in Schedule D, 
paragraph 7, and in Schedule E. 

(c) Liquidation shall be administered in accordance 
with the provisions of Schedule E. 


Article XVII. Amendments 


(a) Any proposal to introduce modifications in this 
Agreement, whether emanating from a member, a gover- 
nor or the Executive Directors, shall be communicated | 
to the chairman of the Board of Governors who shall 
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bring the proposal before the Board. If the proposed 
amendment is approved by the Board the Fund shall, by 
circular letter or telegram, ask all members whether they 
accept the proposed amendment. When three-fifths of 
the members, having four-fifths of the total voting power, 
have accepted the proposed amendment, the Fund shall 
certify the fact by a formal communication eadrpened to 
all members. 

(b) Notwithstanding (a) above, . by all 
members is required in the case of any amendment modi- 
fying 
(i) the right to withdraw from the Fund (Article XV, 

Section 1); 

(ii) the provision that no change in a member’s quota 
shall be made without its,consent (Article III, Sec- 
tion 2); 

(iii) the provision that no change may be made. in the 
par value of a member’s currency except on the 
proposal of that member (Article IV, Section 
5 (b)). 

(c) Amendments shall enter into force for all mem- 
bers three months after the date of the formal commu- 
nication unless a shorter period is specified in the circular 
letter or telegram. 


Article XVIII. Interpretation 


(a) Any question of interpretation of the provisions of 
this Agreement arising between any member and the 
Fund or between any members of the Fund shall be sub- 
mitted to the Executive Directors for their decision. If 
the question particularly affects any member not en- 
titled to appoint an executive director it shall be entitled 
to representation in accordance with Article XII, Sec- 
tion 3 

(b) In any case where the Executive Directors have 
given a decision under (a) above, any member may 
require that the question be referred to the Board of 
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Governors, whose decision shall be final. Pending the 
result of the reference to the Board the Fund may, so 
far as it deems necessary, act on the basis of the decision - 
of the Executive Directors. 

(c) Whenever a disagreement arises between the Fund 
and a member which has withdrawn, or between the Fund. 
and any member during liquidation of the Fund, such 
_ disagreement shall be submitted to arbitration by a tri- 
bunal of three arbitrators, one appointed by the Fund, 
another by the member or withdrawing member and an 
umpire who, unless the parties otherwise agree, shall be 
appointed by the President of the Permanent Court of 
International Justice or such other authority as may 
have been prescribed by regulation adopted by the Fund. 
The umpire shall have full power to settle all questions 
of procedure in any case where the parties are in dis- 
agreement with respect thereto. 


Article XIX. Explanation of Terms 


In interpreting the provisions of this Agreement the 
Fund and its members shall be guided by the following: 

(a) A member’s monetary reserves means its net of- 
ficial holdings of gold, of convertible currencies of other 
members, and of the currencies of such non-members as 
the Fund may specify. 

(6) The official holdings of a member means central 
holdings (that is, the holdings of its Treasury, central 
bank, stabilization fund, or similar fiscal agency). 

(c) The holdings of other official institutions or other 
banks within its territories may, in any particular case, 
be deemed by the Fund, after consultation with the mem- 
ber, to be official holdings to the extent that they are 
substantially in excess of working balances; provided that 
for the purpose of determining whether, in a particular 
case, holdings are in excess of working balances, there 
shall be deducted from such holdings amounts of cur- 
rency due to official institutions and banks in the terri- 
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tories of members or non-members specified under (d) 
below. 

(d) A member’s holdings of convertible currencies 
means its holdings of the currencies of other members 
which are not availing themselves of the transitional 
arrangements under Article XIV, Section 2, together 
with its holdings of the currencies of such non-members 
as the Fund may from time to time specify. The term 
currency for this purpose includes without limitation 
coins, paper money, bank balances, bank acceptances, 
and government obligations issued with a maturity not 
exceeding twelve months. 

(e) A member’s monetary reserves shall be calculated 
by deducting from its central holdings the currency lia- 
bilities to the Treasuries, central banks, stabilization 
funds, or similar fiscal agencies of other members or non- 
members specified under (d) above, together with sim- 
ilar liabilities to other official institutions and other banks 
in the territories of members, or non-members specified 
under (d) above. To these net holdings shall be added the 
sums deemed to be official holdings of other official insti- 
tutions and other banks under (c) above. 

(f) The Fund’s holdings of the currency of a member 
shall include any securities accepted by the Fund under 
Article III, Section 5. 

(g) The Fund, after consultation with a member which 
is availing itself of the transitional arrangements under 
Article XIV, Section 2, may deem holdings of the cur- 
rency of that member which carry specified rights of 
conversion into another currency or into gold to be hold- 
ings of convertible currency for the purpose of the calcu- 
lation of monetary reserves. 

(h) For the purpose of calculating gold subseriptions 
under Article III, Section 3, a member’s net official hold- 
ings of gold and United States dollars shall consist of its 
official holdings of gold and United States currency after 
deducting central holdings of its currency by other coun- 
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tries and holdings of its currency by other official insti- 
tutions and other banks if these holdings carry specified 
rights of conversion into gold or United States currency. 
(7) Payments for current transactions means pay- 
ments which are not for the purpose of transferring 
capital, and includes, without limitation: | 
(1) All payments due in connection with foreign trade, 
other current business, including services, and 
normal short-term banking and credit facilities; 
(2) Payments due as interest on loans and as net in- 
come from other investments; 
(3) Payments of moderate amount for amortization 
of loans or for depreciation of direct investments; 
(4) Moderate remittances for family living expenses. 
The Fund may, after consultation with®*the members 
concerned, determine whether certain specific transac- 
tions are to be considered current transactions or capital 
transactions. 


Article XX. Final Provisions. 


SECTION 1. Entry into force.-—This Agreement shall 
enter into force when it has been signed on behalf of goy- 
ernments having sixty-five percent of the total of the 
quotas set forth in Schedule A and when the instruments 
referred to in Section 2 (a) of this Article have been de- 
posited on their behalf, but in no event shall this Agree- 
ment enter into force before May 1, 1945. 


Src, 2. Signature —(a) Each government on whose 
behalf this Agreement is signed shall deposit with the 
Government of the United States of America an instru- 
ment setting forth that it has accepted this Agreement 
in accordance with its law and has taken all steps neces- 
sary to enable it to. carry out all of its obligations under 
this Agreement. 

(b) Each government shall become a member of the 
Fund as from the date of the deposit on its behalf of the 
instrument referred to in (a) above, except that no gov- 
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ernment shall become a member before this Agreement 
enters into force under Section 1 of this Article. 

(c) The Government of the United States of Amer- 
ica shall inform the governments of all countries whose 
names are set forth in Schedule A, and all governments 
whose membership is approved in accordance with Article 
II, Section 2, of all signatures of this Agreement and of 
the deposit of all instruments referred:to.in (a) above. 

(d) At the time this Agreement is signed on its behalf, 
each government shall transmit to the Government of the 
United States of America one one-hundredth of one per- 
cent of its total subscription in gold or United States 
dollars for the purpose of meeting administrative ex- 
penses of the Fund. The Government of the United States 


‘of America shall hold such funds in a special “posit 


account and shall transmit them to the Board of Gover- 
nors of the Fund when the initial meeting has been called 
under Section 3 of this Article. If this Agreement has not 
come into force by December 31, 1945, the Government of 
the United States of America shall return such funds to 
the governments that transmitted them. 

(e) This Agreement shall remain open for signature at 
Washington on behalf of the governments of the coun- 
tries whose names are set forth in Schedule A until De- 
cember 31, 1945. 

(f) After December 31, 1945, this Agreement shall be 
open for signature on behalf of the government of any 
country whose membership has been approved in accord- 
ance with Article II, Section 2. 

(g) By their signature of this Agreement, all govern- 
ments accept it both on their own behalf and in respect 
of all their colonies, overseas territories, all territories 
under their protection, suzerainty, or authority and all 
territories in respect of which they exercise a mandate. 

(h) In the case of governments whose metropolitan 
territories have been under enemy occupation, the deposit 
of the instrument referred to in (a) above may be delayed 
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until»one hundred eighty days after the date on which 
these territories have been liberated. If, however, it is 
not deposited by any such government before the expira- 
tion of this period the signature affixed on behalf of that 
government shall become void and the portion of its sub- 
scription paid under (d) above shall be returned to it. 

(i) Paragraphs (d) and (h) shall come into force 
with regard to each signatory government as from the 
date of its signature. 

Sec. 3. Inauguration of the Fund.—(a) As soon as this 
Agreement enters into force under Section 1 of this 
Article, each member shall appoint a governor and the 
member having the largest quota shall call the first meet- 
ing of the Board of Governors. 

(b) At the first meeting of the Board of Governors, 
arrangements shall be made for the selection of pro- 
visional executive directors. The governments of the five 
countries for which the largest quotas are set forth in 
Schedule A shall appoint provisional executive directors. 
If one or more of such governments have not become 
members, the executive directorships they would be en- 
titled to fill shall remain vacant until they become mem- 
bers, or until January 1, 1946, whichever is the earlier. 
Seven provisional executive directors shall be elected in 
accordance with the provisions of Schedule C and shall 
remain in office until the date of the first regular election 
of executive directors which shall be held as soon as 
practicable after January 1, 1946. 

(c) The Board of Governors may delegate to the pro- 
visional executive directors any powers except those 
which may not be delegated to the Executive Directors. 

Sec. 4. Initial determination of par values.—(a) When 
the Fund is of the opinion that it will shortly be in a 
position to begin exchange transactions, it shall so notify 
the members and shall request each member to communi- 
cate within thirty days the par value of its currency based 
on the rates of exchange prevailing on the sixtieth day 
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before the entry into force of this Agreement. No mem- 
ber whose metropolitan territory has been occupied by 
the enemy shall be required to make such a communica- 
tion while that territory is a theater of major hostilities 
or for such period thereafter as the Fund may determine. 


When such a member communicates the par value of its 


currency the provisions of (d) below shall apply. 


(6) The par value communicated by a member whose 
metropolitan territory has not been occupied by the 
enemy shall be the par value of that member’s currency 
for the purposes of this Agreement unless, within ninety 
days after the request referred to in (a) above has been 
received, (i) the member notifies the Fund that it regards 
the par value as unsatisfactory, or (ii) the Fund notifies 
the member that in its opinion the par value cannot be 
maintained without causing recourse to the Fund on the 
part of that member or others on a scale prejudicial to 
the Fund and to members. When notification is given 
under (i) or (ii) above, the Fund and the member shall, 
within a period determined by the Fund in the light of all 
relevant circumstances, agree upon a suitable par value 
for that currency. If the Fund and the member do not 
agree within the period so determined, the member shall 
be deemed to have withdrawn from the Fund on the date 
when the period expires. 


(c) When the par value of a member’s currency has 
been established under (b) above, either by the expiration 
of ninety days without notification, or by agreement after 
notification, the member shall be eligible to buy from the 
Fund the currencies of other members to the full extent 
permitted in this Agreement, provided that the Fund has 
begun exchange transactions. 


(d) In the case of a member whose metropolitan ter- 
ritory has been occupied by the enemy, the provisions of 
(b) above shall apply, subject to the following modifica- 
tions: 
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(i) The period of ninety days shall be extended so as 
to end on a date to be fixed by agreement between 
‘the Fund and the member. 


(ii) Within the extended period the member may, if the 
‘ Fund has begun exchange transactions, buy from 
é the Fund with its currency the currencies of other 
- members, but only under such conditions and in 
: such amounts as may be prescribed by the Fund. 


(iii) At any time before the date fixed under (i) above, 
changes may be made by agreement with the Fund 
in the par value communicated under (a) above. 


(e) If a member whose metropolitan territory has been 
occupied by the enemy adopts a ‘new monetary unit 
before the date to be fixed under (d) (i) above, the par 
value fixed by that member for the new unit shall be 
communicated to the Fund and the provisions of (d) 
above shall apply. 


(f) Changes in par values agreed with the Fund under 
this Section shall not be taken into account in determin- 
ing whether a proposed change falls within (i), (ii), or 
(iii) of Article IV, Section 5 (c). 


(g) A member communicating to the Fund a par value 
for the currency of its metropolitan territory shall simul- 
taneously communicate a value, in terms of that currency, 
for each separate currency, where such exists, in the 
territories in respect of which it has accepted this Agree- 
ment under Section 2 (g) of this Article, but no mem- 
ber. shall be required to make a communication for the 
separate currency of a territory which has been occupied 
by the enemy while that territory is a theater of major 
hostilities or for such period thereafter as the Fund may 
determine. On the basis of the par value so communi- 
cated, the Fund shall compute the par value of each sep- 
arate currency. A communication or notification to the 
Fund under (a), (6) or (d) above regarding the par 
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value of a currency, shall also be deemed, unless the con- 
trary is stated, to be a communication or notification re- 
garding the par value of all the separate currencies re- 
ferred to above. Any member. may, however, make a 
communication or notification relating to the metropoli- 
tan or any of the separate currencies alone. If the mem- 
ber does so, the provisions of the preceding paragraphs 
(including (d) above, if a territory where a separate 
currency exists has been occupied by the enemy) shall 
apply to each of these currencies separately. 

(h) The Fund shall begin exchange transactions at 
such date as it may determine after members having 
sixty-five percent of the total of the quotas set forth in 
Schedule A-have become eligible, in accordance with the 
preceding paragraphs of this Section, to purchase the cur- 
rencies of other members, but in no event until after 
major hostilities in Europe have ceased. 

(i) The Fund may postpone exchange transactions 
with any member if its circumstances are such that, in 
the opinion of the Fund, they would lead to use of the 
resources of the Fund in a manner contrary to the pur- 
poses of this Agreement ur prejudicial to the Fund or 
the members. 

(j) The par values of the currencies of governments 
which indicate their desire to become members after De- 
cember 31, 1945, shall be determined in accordance with 
the provisions of Article IT, Section 2. 

Done at Washington, in a single copy which shall -re- 
main deposited in the archives of the Government of the 
United States of America, which shall transmit certified 
copies to all governments whose names are set forth in 
Schedule A and to all governments whose membership is 
approved in accordance with Article II, Section 2. 
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Bi Schedule A. Quotas 
ij [In millions of United States dollars] 


50. Nicaragua 2 
Qzechoslovakia 126 Paraguay 2 
Dominican Republic 5 ~=Philippine Common- 
5 wealth 15 
45 Poland 125 
EI Salvador ______..___ 2.5 Union of South Africa. 100 
6 Union of Soviet Socialist 
450 Republics 1,200 
Greece 40 United Kingdom 1,300 
Guatemala 5 United States 2,750 
Honduras 2.5 Venezuela 15 
Total... 242085 8,800 


* The quota of Denmark shall be determined by the Fund after the Danish 


Government has declared its readiness to sign this Agreement but before 
signature takes place. 


Schedule B. Provisions with Respect to Repurchase by a Member 
of Its Currency Held by the Fund 
1. In determining the extent to which repurchase of a 
member’s currency from the Fund under Article V, 
Section 7 (6), shall be made with each type of monetary 
reserve, that is, with gold and with each convertible cur- 
rency, the following rule, subject to 2 below, shall apply: 
(a) If the member’s monetary reserves have not 
increased during the year, the amount payable to 
the Fund shall be distributed among all types of 
reserves in proportion to the member’s holdings 
thereof at the end of the year. 
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(b) If the member’s monetary reserves have in- 
creased during the year, a part of the amount pay- 
able to the Fund equal to one-half of the increase 
shall be distributed among those types of reserves 
which have increased in proportion to the amount 
by which each of them has increased. The remainder 
of the sum payable to the Fund shall be distributed 
among all types of reserves in proportion to the 
member’s remaining holdings thereof. 

(c) If after all the repurchases required under 
Article V, Section 7 (6), had been made, the result 
would exceed any of the limits specified in Article V, 
Section 7 (c), the Fund shall require such repur- 
chases to be made by the members proportionately 
in such manner that the limits will not be exceeded. 

2. The Fund shall not acquire the currency of any non- 
member under Article V, Section 7 (b) and (c). 

3. In calculating monetary reserves and the increase 
in monetary reserves during any year for the purpose of 
Article V, Section 7 (6) and (c), no account shall be 
taken, unless deductions have otherwise been made by the 
member for such holdings, of any increase in those mone- 
tary reserves which is due to currency previously incon- 
vertible having become convertible during the year; or to 
holdings which are the proceeds of a long-term or medium- 
term loan contracted during the year; or to holdings 
which have been transferred or set aside for repayment 
of a loan during the subsequent year. 

4, In the case of members whose metropolitan terri- 
tories have been occupied by the enemy, gold newly pro- 
duced during the five years after the entry into force of 
this Agreement from mines located within their metro- 
politan territories shall not be included in computations 
of their monetary reserves or of increases in their mone- 
tary reserves. 
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Schedule C. Election of Executive Directors 


1. The election of the elective executive directors shall 
be by ballot of the governors eligible to vote under Ar- 
ticle XII, Section 3 (6) (iii) and (iv). 

2. In balloting for the five directors to be elected under 
Article XII, Section 3 (b) (iii), each of the governors 
eligible to vote shall cast for one person all of the votes 
to which he is entitled under Article XII, Section 5 (a). 
The five persons receiving the greatest number of votes 
shall be directors, provided that no person who received 
less than nineteen percent of the total number of votes 
that can be cast (eligible votes) shall be considered 
elected. 

3. When five persons. are not elected on the first ballot, 
a second ballot shall be held in which the person who 
received the lowest number of votes shall be ineligible 
for election and in which there shall vote only (a) those 
governors who voted in the first ballot for a person not 
elected, and (b) those governors whose votes for a person 
elected are deemed under 4 below. to have raised the 
votes cast for that person above twenty percent of the 
eligible votes, 

4. In determining ;whether the votes cast by a gover- 
nor are to be deemed, to-have raised the total of any per- 
son above twenty. percent.of the eligible votes the twenty 
percent shall be deemed to include, first, the votes of the 
governor casting the largest number of votes for such 
person, then the votes of the governor casting the next 
largest number, and so on until twenty percent is reached. 

5,.Any.governor part of whose votes must be counted 
in order. to raise the total of any person above nineteen 
percent shall be considered.as casting all of his votes for 
such. person .even if the. total votes for such person 
thereby exceed twenty percent. 

6. If, after the second ballot, five persons have not 
been elected, further ballots shall be held on the same 
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principles until five persons have been elected, provided 
that after four persons are elected, the fifth may be 
elected: by a simple majority of the remaining votes and 
shall be deemed to have been elected by all such votes, 
7. The directors to be elected by the American Re- 
publies under Article XII, Section 3 (6) (iv) shall be 
elected as follows: 
(a) Each of the directors shall be elected separately. 
(b) In the election of the first. director, each gov- 
ernor representing an. American Republic eligible 
to participate in the election shall cast for one per- 
son all the votes to which he is entitled. The person 
receiving the largest number of votes shall be elected 
provided that he has received not less than forty- = 
five percent of the total votes. 4 


) (c) If no person is elected on the first ballot, fur- ‘ 

; ther ballots shall be held, in each of which the person 

. receiving the lowest number of votes shall be elim- 

t inated, until one person receives a number of votes 

P sufficient for election under (b) above. 

§ (d) Governors whose votes contributed to the elec- 

f tion of the first director shall take no part in the 
election of the second director. 

i? (e) Persons who did not succeed in the first elec- 

t- tion shall not be ineligible for election as the second 

director. 

1€ (fy A majority of the votes which can be cast shall 

oh be required for election of the second director. If 

xt at the first ballot. no person receives a majority, fur- 

cd. ther ballots shall be held in each of which the person 

ed receiving the lowest number of votes shall be elimi- 

en nated, until some person. obtains a majority. . 

‘or _ (g) The second director shall be deemed to have 

on been elected by all the votes which could have been 
cast in the ballot securing his election. 

not 
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Schedule D. Settlement of Accounts with Members 
Withdrawing 


1. The Fund shall be obligated to pay to a member 
withdrawing an amount equal to its quota, plus any other 
amounts due to it from the Fund, less any amounts due 
to the Fund, including charges accruing after the date 
of its withdrawal; but no payment shall be made until 
six months after the date of withdrawal. Payments shall 
be made in the currency of the withdrawing member. 


2. If the Fund’s holdings of the currency of the with- 
drawing member are not sufficient to pay the net amount 
due from the Fund, the balance shall be paid in gold, or 
in such other manner as may be agreed. If the Fund 
and the withdrawing member do not reach agreement 
within six months of the date of withdrawal, the currency 
in question held by the Fund shall be paid forthwith to 
the withdrawing member. Any balance due shall be paid 
in ten half-yearly installments during the ensuing five 
years. Each such installment shall be paid, at the option 
of the Fund, either in the currency of the withdrawing 
member acquired after its withdrawal or by the delivery 
of gold. 

3. If the Fund fails to meet any installment which is 
due in accordance with the preceding paragraphs, the 
withdrawing member shall be entitled to require the 
Fund to pay the installment in any currency held by the 
Fund with the exception of any currency which has been 
declared scarce under Article VII, Section 3. 

4. If the Fund’s holdings of the currency of a with- 
drawing member exceed the amount due to it, and if 
agreement on the method of settling accounts is not 
reached within six months of the date of withdrawal, the 
former member shall be obligated to redeem such excess 
currency in gold or, at its option, in the currencies of 
members which at the time of redemption are convertible. 
Redemption shall be made at the parity existing at the 
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time of withdrawal from the Fund. The withdrawing 
member shall complete redemption within five years of 
the date of withdrawal, or within such longer period as 
may be fixed by the Fund, but shall not be required to 
redeem in any half-yearly period more than one-tenth 
of the Fund’s excess holdings of its currency at the date 
of withdrawal plus further acquisitions of the currency 
during such half-yearly period. If the withdrawing 
member does not fulfill this obligation, the Fund may in 
an orderly manner liquidate in any market the amount 
of currency which should have been redeemed. 

5. Any member desiring to obtain the currency of a 
member which has withdrawn shall acquire it by pur- 
chase from the Fund, to the extent that such member 
has access to the resources of the Fund and that such 
currency is available under 4 above. 

6. The withdrawing member guarantees the unre- 
stricted use at all times of the currency disposed of under 
4 and 5 above for the purchase of goods or for payment 
of sums due to it or to persons within its territories. It 
shall compensate the Fund for any loss resulting from 
the difference between the par value of its currency on 
the date of withdrawal and the value realized by the 
Fund on disposal under 4 and 5 above. 

7. In the event of the Fund going into liquidation 
under Article XVI, Section 2, within six months of the 
date on which the member withdraws, the account be- 
tween the Fund and that government shall be settled in 
accordance with Article XVI, Section 2, and Schedule E. 


Schedule E. Administration of Liquidation 


1. In the event of liquidation the liabilities of the Fund 
other than the repayment of subscriptions shall have 
priority in the distribution of the assets of the Fund. 
In meeting each such liability the Fund shall use its 
assets in the following order: 

the currency in which the Hability is payable; 
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(6) gold; 

(c) all other currencies in sjepportiios| so far as 
may be practicable, to the quotas of the members. 

2. After the discharge of the Fund’s liabilities in ac- 
cordance with 1 above, the balance of the Fund’s assets 
shall be distributed and apportioned as follows: 

(a) The Fund shall distribute its holdings of gold 
among the members whose currencies are held by the 

- Fund in amounts less than their quotas. These mem- 
bers shall share the gold so distributed in the propor- 
tions of the amounts by which their quotas exceed the 
Fund’s holdings of their currencies. 

(b) The Fund shall distribute to each member one- 
half the Fund’s holdings of its currency but such 
distribution shall not exceed fifty percent of its 
quota. 

(c) The Fund shall apportion the remainder of its 
holdings of each currency among all the members in 
proportion to the amounts due to each member after 
the distributions under (a) and (6) above. 

3. Each member shall redeem the holdings of its cur- 

rency apportioned to other members under 2 (c) above, 
and shall agree with the Fund within three months after 
a decision to liquidate upon an orderly procedure for 
such redemption. 
. 4, Ifa member has not reached agreement with the 
Fund within the three-month period referred to in 3 
above, the Fund shall use the currencies of other mem- 
bers apportioned to that member under 2 (c) above to 
redeem the currency of that member apportioned to other 
members. Each currency apportioned to a member which 
has not reached agreement shall be used, so far as pos- 
sible, to redeem its currency apportioned to the members 
which have made agreements with the Fund under 3 
above. 

5. If a sbishhetr has reached agreement with the Fund 
in accordance with 3 above, the Fund shall use the cur- 
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rencies of other members apportioned to that member 
under 2 (c) above to redeem the currency of that mem- 
ber apportioned to other members which have made agree- 
ments with the Fund under 3 above. Each amount so 
redeemed shall be redeemed in the currency of the mem- 
ber to which it was apportioned. 

6. After carrying out the preceding paragraphs, the 
Fund shall pay to each member the remaining currencies 
held for its account. 

7. Each member whose currency has been distributed 
to other members under 6 above shall redeem such cur- 
rency in gold or, at its option, in the currency of the 
member requesting redemption, or in such other manner 
as may he agreed between them. If the members in- 
volved do not otherwise agree, the member obligated to 
redeem shall complete.redemption within five years of 
the date of distribution, but shall not be required to 
redeem in any half-yearly period more than one-tenth of 
the amount distributed to each other member. If the 
member does not fulfill this obligation, the amount of 
currency which should have been redeemed may be liqui- 
dated in an orderly manner in any market. 

8. Each member whose currency has been distributed 
to other members under 6 above guarantees the unre- 
stricted use of such currency at all times for the pur- 
chase of goods or for payment of sums due to it or to 
persons in its territories. Each member so obligated 
agrees to compensate other members for any loss result- 
ing from the difference between the par value of its cur- 
rency on the date of the decision to liquidate the Fund 
and the value realized by such members on disposal of its 
currency. 
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Text of 


Articles of Agreement 
of the 
International Finance Corporation 


The Governments on whose behalf this Agreement is 
signed agree as follows: 


INTRODUCTORY ARTICLE 


The IwrernationaL Finance Corporation (hereinafter 
called the Corporation) is established and shall operate in 
accordance with the following provisions: 


ARTICLE I 
Purpose 


The purpose of the Corporation.is to further economic 
development by encouraging the growth of productive pri- 
vate enterprise in member countries, particularly in the 
less developed areas, thus supplementing the activities of 
the International Bank for Reconstruction and Develop- 
ment (hereinafter called the Bank). In carrying out this 
purpose, the Corporation shall: 

(i) in association with private investors, assist in 
financing the establishment, improvement and ex- 
pansion of productive private enterprises which 
would contribute to the development of its member 
countries by making investments, without guaran- 
tee of repayment by the member government con- 
cerned, in cases where sufficient private capital is 
not available on reasonable terms; 


(ii) seek to bring together investment opportunities, 
domestic and foreign private capital, and experi- 
enced management; and 
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(iii) seek to stimulate, and to help create conditions con- 
ducive to, the flow of private capital, domestic and 
foreign, into productive investment in member 
countries. 


The Corporation shall be guided in all its decisions by 
the provisions of this Article. 


ARTICLE II 
Membership and Capital 


Section 1. Membership 


(a) The original members of the Corporation shal] be 
those members of the Bank listed in Schedule A hereto 
which shall, on or before the date specified in Article IX, 
Section 2(¢), accept membership in the Corporation. 


(b) Membership shall be open to other members of the 
Bank at such times and in accordance with such terms as 
may be prescribed by the Corporation. 


Szotion 2. Capital Stock 


(a) The authorized capital stock of the Corporation 
shall be $100,000,000, in terms of United States dollars. 


(b) The authorized capital stock shall be divided into 
100,000 shares having a par value of one thousand United 
States dollars each. Any such shares not initially subscribed 
by original members shall be available for subsequent sub- 
scription in accordance with Section 3(d) of this Article. 


(c) The amount of capital stock at any time authorized 
may be increased by the Board of Governors as follows: 


(i) by a majority of the votes cast, in case such in- 
crease is necessary for the purpose of issuing 
shares of capital stock on initial subscription by 
members other than original members, provided 
that the aggregate of any increases authorized pur- 
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 suant to this subparagraph shall not exceed 10,000 
shares ; 


(ii) in any other case, by a three-fourths majority of 
the total voting power. 


(d) In case of an increase authorized pursuant to para- 
graph (c)(ii) above, each member shall have a reasonable 
opportunity to subscribe, under such conditions as the Cor- 
poration shall decide, to a proportion of the increase of 
stock equivalent to.the-proportion which its stock thereto- 
fore subscribed bears to the total capital stock of the Cor- 
poration, but no member shall be obligated to subscribe to 
any part of the increased capital. 


(e) Issuance of shares of stock, other than those sub- 
scribed either on initial subscription or pursuant to para- 
graph (d) above, shall require a three-fourths majority of 
the total voting power. 


(f) Shares of stock of the Corporation shall be available 
for subscription only by, and shall be issued only to, 
members. 


Section 3. Subscriptions 


(a) Each original member shall subscribe to the number 
of shares of stock set forth opposite its name in Schedule A. 
The number of shares of stock to be subscribed by other 
members shall be determined by the Corporation. 


(b) Shares of stock initially subscribed by original 
members shall be issued at par. 


(c) The initial subscription of each original member 
shall be payable in full within 30 days after either the date 
on which the Corporation shall begin operations pursuant 
to Article IX, Section 3(b), or:the date on which such orig- 
inal member becomes a member, whichever shall be later, 
or at such date:thereafter as the Corporation shall deter- 
mine. ‘Payment shall be made in gold or United States dol- 


a 


a 
ag 
bs. 
ae 


INTERNATIONAL LENDING AGENCIES 113 


lars in response to .a call by the Corporation which shall 
specify the place or places of payment. 


(d) The price and other terms of subscription of shares 
of stock to be subscribed, otherwise than on initial subscrip- 
tion by original members, shall be determined by the Cor- 
poration. 


Section 4. Limitation on Liability 


No member shall be liable, by reason of its membership, 
for obligations of the Corporation. 


Section 5. Restriction on Transfers and Pledges of 
Shares 


Shares of stock shall not be pledged or encumbered in 
any manner whatever, and shall be transferable only to the 
Corporation. 


ARTICLE III 
Operations 


Section 1. Financing Operations 


The Corporation may make investments of its funds in 
productive private enterprises in the territories of its mem- 
bers. The existence of a government or other public interest 
in such an enterprise shall not necessarily preclude the 
Corporation from making an investment therein. 


Section 2. Forms of Financing 


(a) The Corporation’s financing shall not take the form 
of investments in capital stock. Subject to the foregoing, 
the Corporation may make investments of its funds in such 
form or forms as it may deem appropriate in the cireum- 
stances, including (but without limitation) investments ac- 
cording to the holder thereof the right to participate in 
earnings and the right to subscribe to, or to convert the 
investment into, capital stock. 
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(b) The Corporation shall not itself exercise any right 
to subscribe to, or to convert any investment into; capital 
stock. 


Szcrion 3. Operational Principles 


a The operations of the Corporation shall be conducted in 
% accordance with the following principles: 


(i) the Corporation shall not undertake any financing 
for which in its opinion sufficient private capital 
could be obtained on reasonable terms; 


(ii) the Corporation shall not finance an enterprise in 
the territories of any member if the member objects 
to such financing ; 


(iii) the Corporation shall impose no conditions that 
the proceeds of any financing by it shall be spent 
in the territories of any particular country ; 


(iv) the Corporation shall not assume responsibility for 
4 managing any enterprise in which it has invested; 


(v) the Corporation shall undertake its financing on 

terms and conditions which it considers appropri- 
a ate, taking into account the requirements of the 
ad enterprise, the risks being undertaken by the Cor- 
oe poration and the terms and conditions normally 
E obtained by private investors for similar financing ; 


(vi) the Corporation shall seek to revolve its funds by 
selling its investments to private investors when- 
ever it can appropriately do so on satisfactory 
terms ; 


3 (vii) the Corporation shall seek to maintain a reasonable 


diversification in its investments. 


Section 4. Protection of Interests 


4 Nothing in this Agreement shall prevent the Corporation, 
E in the event of actual or threatened default on any of its 
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investments, actual or threatened insolvency of the.enter- 
prise in which such investment shall have been made, or 
other situations which, in the opinion of the Corporation, 
threaten to jeopardize such investment, from taking such 
action and exercising such rights as it may deem necessary 
for the protection of its interests. 


Szcrion 5. Applicability of Certain Foreign Exchange 
Restrictions 


Funds received by or payable to the Corporation in re- 
spect of an investment of the Corporation made in any 
member’s territories pursuant to Section 1 of this Article 
shall not be free, solely by reason of any provision of this 
Agreement, from generally applicable foreign exchange 
restrictions, regulations and controls in force in the terri- 
tories of that member. 


Section 6. Miscellaneous Operations 


In addition to the operations specified elsewhere in this 
Agreement, the Corporation shall have the power to: 


(i) borrow funds, and in that connection to furnish 
such collateral or other security therefor as it shall 
determine; provided, however, that before making 
a public sale of its obligations in the markets of a 
member, the Corporation shall have obtained the 
approval of that member and of the member in 
whose currency the obligations are to be denomi- 
nated ; 


(ii) invest funds not needed in its financing operations 
in such obligations as it may determine and invest 
funds held by it for pension or similar purposes in 
any marketable securities, all without being subject 
to the restrictions imposed by other sections of 
this Article; 

(iii) guarantee securities in which it has invested in 
order to facilitate their sale; 
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(iv) buy and sell securities it has issued or guaranteed 
or in which it has invested; 


(v) exercise such other powers incidental to its business 
as shall be necessary or desirable in furtherance of 
its purposes. 


_Szcrion 7. Valuation of Currencies 


Whenever it shall become necessary under this Agree- 
ment to value any currency in terms of the value of another 
currency, such valuation shall be as reasonably determined 
by the Corporation after consultation with the International 
Monetary Fund. 


Section 8. Warning To Be Placed on Securities 


Every security issued or guaranteed by the Corporation 
shall bear on its face a conspicuous statement to the effect 
that it is not an obligation of the Bank or, unless expressly 
stated.on the security,.of any government. 


Section 9. Political Activity Prohibited 


The Corporation and its officers shall not interfere in the 
political affairs of any member; nor shall they be influenced 
in their decisions by the political character of the member 
or members concerned. Only economic considerations shall 
be relevant to their decisions, and these considerations shall 
be weighed impartially in order to achieve the purposes 
stated in this Agreement. 


ARTICLE IV 
Organization and Management 


Section 1. Structure of the Corporation 


The Corporation shall have a Board of Governors, a 
Board of Directors, a Chairman of the Board of Directors, 
a President and such other officers and staff to perform 
such duties as the Corporation may determine. 
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Section 2. Board of Governors 


(a) All the powers of the Corporation shall be vested in 
the Board of Governors. 


(b) Each Governor and Alternate Governor of the Bank 
appointed by a member of the Bank which is also a member 
of the Corporation shall ex officio be a Governor or 
Alternate Governor, respectively, of the Corporation. No 
Alternate Governor may vote except in the absence of his 
principal. The Board of Governors shall select one of the 
Governors as Chairman of the Board of Governors. Any 
Governor or Alternate Governor shall cease to hold office if 
the member by which he was appointed shall cease to be a 
member of the Corporation. 


(c) The Board of Governors may delegate to the Board 
of Directors authority to exercise any of its powers, except 
the power to: 


(i) admit new members and determine the conditions 
of their admission; 


(ii) increase or decrease the capital stock; 
(iii) suspend a member; 


(iv) decide appeals from interpretations of this Agree- 
ment given by the Board of Directors; 


(v) make arrangements to cooperate with other inter- 
national organizations (other ‘than informal ar- 
rangements of a temporary and administrative 
character) ; 


(vi) decide to suspend permanently the operations of 
the Corporation and to distribute its assets; 


(vii) declare dividends; 
(viii) amend this Agreement. 


(d) The Board of Governors shall hold an annual meet- 
ing and such other meetings as may be provided for by the 
Board of Governors or called by the Board of Directors. 
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(e) The annual meeting of the Board of Governors shall 
be held in conjunction with the annual meeting of the Board 
of Governors of the Bank. 


(f) A quorum for any meeting of the Board of Governors 
shall be a majority of the Governors, exercising not less 
than two-thirds of the total voting power. 


(g) The Corporation may by regulation establish a pro- 
cedure whereby the Board of Directors may obtain a vote 
of the Governors on a specific question without calling a 
meeting of the Board of Governors. 


(h) The Board of Governors, and the Board of Directors 
to the extent authorized, may adopt such rules and regula- 
tions as may be necessary or appropriate to conduct the 
business of the Corporation. 


(i) Governors and Alternate Governors shall serve as 
such without compensation from the Corporation. 


Section 3. Voting 


(a) Each member shall have two hundred fifty votes plus 
one additional vote for each share of stock held. 


(b) Except as otherwise expressly provided, all matters 
before the Corporation shall be decided by a majority of 
the votes cast. 


Section 4. Board of Directors 


(a) The Board of Directors shall be responsible for the 
conduct of the general operations of the Corporation, and 
for this purpose shall exercise all the powers given to it by 
this Agreement or delegated to it by the Board of Gov- 
ernors. 


(b) The Board of Directors of the Corporation shall be 
composed ex officio of each Executive Director of the Bank 
who shall have been either (i) appointed by a member of 
the Bank which is also a member of the Corporation, or 
(ii) elected in an election in which the votes of at least one 
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member of the Bank which is also a member of the Corpora- 
tion shall have counted toward his election. The Alternate 
to each such Executive Director of the Bank shall ex officio 
be an Alternate Director of the Corporation. Any Director 
shall cease to hold office if the member by which he was 
appointed, or if all the members whose votes counted to- 
ward his election, shall cease to be members of the Cor- 
poration. 


(c) Each Director who is an appointed Executive Direc- 
tor of the Bank shall be entitled to cast the number of votes 
which the member by which he was so appointed is entitled 
to cast in the Corporation. Each Director who is an elected 
Executive Director of the Bank shall be entitled to cast the 
number of votes which the member or members of the Cor- 
poration whose votes counted toward his election in the 
Bank are entitled to cast in the Corporation. All the votes 
which a Director is entitled to cast shall be cast as a unit. 


(d) An Alternate Director shall have full power to act in 
the absence of the Director who shall have appointed him. 
When a Director is present, his Alternate may participate 
in meetings but shall not vote. 


(e) A quorum for any meeting of the Board of Directors 
shall be a majority of the Directors exercising not less than 
one-half of the total voting power. 


(f{) The Board of Directors shall meet as often as the 
business of the Corporation may require. 


(g) The Board of Governors shall adopt regulations 
under which a member of the Corporation not entitled to 
appoint an Executive Director of the Bank may send a rep- 
resentative to attend any meeting of the Board of Directors 
of the Corporation when a request made by, or a matter 
particularly affecting, that member is under consideration. 


Section 5. Chairman, President and Staff 


(a) The President of the Bank shall be ex officio Chair- 
man of the Board of Directors of the Corporation, but shall 
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have no vote except a deciding vote in case of an equal 
division. He may participate in meetings of the Board of 
Governors but shall not vote at such meetings. 


(b) The President of the Corporation shall be appointed 
by the Board of Directors on the recommendation of the 
Chairman. The President shall be chief of the operating 
staff of the Corporation. Under the direction of the Board 
of Directors and the general supervision of the Chairman, 
he shall conduct the ordinary business of the Corporation 
and under their general control shall be responsible for the 
organization, appointment and dismissal of the officers and 
staff. The President may participate in meetings of the 
Board of Directors but shall not vote at such meetings. The 
President shall cease to hold office by decision of the Board 
of Directors in which the Chairman concurs. 


(c) The President, officers and staff of the Corporation, 
in the discharge of their offices, owe their duty entirely to 
the Corporation and to no other authority. Each member 
of the Corporation shall respect the international character 
of this duty and shall refrain from all attempts to influence 
any of them in the discharge of their duties. 


(d) Subject to the paramount importance of securing the 
highest standards of efficiency and of technical competence, 
due regard shall be paid, in appointing the officers and staff 
of the Corporation, to the importance of recruiting per- 
sonnel on as wide a geographical basis as possible. 


Section 6. Relationship to the Bank 


(a) The Corporation shall be an entity separate and dis- 
tinct from the Bank and the funds of the Corporation shall 
be kept separate and apart from those of the Bank. The 
Corporation shall not lend to or borrow from the Bank. 
The provisions of this Section shall not prevent the Corpo- 
ration from making arrangements with the Bank regarding 
facilities, personnel and services and arrangements for 
reimbursement of administrative expenses paid in the first 
instance by either organization on behalf of the other. 
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(b) Nothing in this Agreement shall make the Corpora- 
tion liable for the aets or obligations of the Bank, or the 
Bank liable for the acts or obligations of the Corporation. 


Section 7. Relations With Other International Organ- 
izations 
The Corporation, acting through the Bank, shall enter 
into formal arrangements with the United Nations and may 
enter into such arrangements with other public interna- 
tional organizations having specialized responsibilities in 
related fields. 


Section 8. Location of Offices 


The principal office of the Corporation shall be in the same 
locality as the principal office of the Bank, The Corporation 
may establish other offices in the territories of any member. 


Section 9. Depositories 


Kach member shall designate its central. bank as a deposi- 
tory in which the Corporation may keep holdings of such 
member’s currency or other assets of the Corporation or, 
if it has no central bank, it shall designate for such purpose 
such other institution as may be acceptable to the Corpo- 
ration, 


Section 10. Channel of Communication 


Each member shall designate an appropriate authority 
with which the Corporation may communicate in connec- 
tion with any matter arising under this Agreement. 


Section 11. Publication of Reports and. Provision. of 
Information 


(a) The Corporation shall publish an annual report con- 
taining an audited statement of its:accounts and shall cir- 
culate to members at appropriate intervals a summary 
statement of its financial position and a profit and loss 
statement showing the results of its operations. 
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(b) The Corporation may publish such other reports as 
it deems desirable to carry out its purposes. 


(c) Copies of all reports, statements and publications 
made under this Section shall be distributed to members. 


Section 12. Dividends 


(a) The Board of Governors may determine from time 
to time what part of the Corporation’s net income and sur- 
plus, after making appropriate provision for reserves, shall 
be distributed as dividends. 


(b) Dividends shall be distributed pro rata in proportion 
to capital stock held by members. 


(c) Dividends shall be paid in such manner and in such 
currency or currencies as the Corporation shall determine. 


ARTICLE V 


Withdrawal; Suspension of Membership; Suspension 
of Operations 


Section 1. Withdrawal by Members 


Any member may withdraw from membership in the Cor- 
poration at any time by transmitting a notice in writing 
to the Corporation at its principal office. Withdrawal shall 
become effective upon the date such notice is received. 


Section 2. Suspension of Membership 


(a) If a member fails to fulfill any of its obligations to 
the Corporation, the Corporation may suspend its member- 
ship by decision of a majority of the Governors, exercising 
a majority of the total voting power. The member so sus- 
pended shall automatically cease to be a member one year 
from the date of its suspension unless a decision is taken 
by the same majority to restore the member to good 
standing. 
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(b) While under suspension, a member shall not be en- 
titled to exercise any rights under this Agreement except 
the right of withdrawal, but shall remain subject to all 
obligations. 


Section 3. Suspension or Cessation of Membership in 
the Bank 


Any member which is suspended from membership in, or 
ceases to be a member of, the Bank shall automatically be 
suspended from membership in, or cease to be a member of, 
the Corporation, as the case may be. 


Section 4. Rights and Duties of Governments Ceasing 
To Be Members 


(a) When a government ceases to be a member it shall 
remain liable for all amounts due from it to the Corpora- 
tion. The Corporation shall arrange for the repurchase of 
such government’s capital stock as a part of the settlement 
of accounts with it in accordance with the provisions of 
this Section, but the government shall have no other rights 
under this Agreement except as provided in this Section and 
in Article VIII (c). 


(b) The Corporation and the government may agree on 
the repurchase of the capital stock of the government on 
such terms as may be appropriate under the circumstances, 
without regard to the provisions of paragraph (c) below. 
Such agreement may provide, among other things, for a 
final settlement of all obligations of the government to the 
Corporation. 


(c) If such agreement shall not have been made within 
six months after the government ceases to be a member or 
such other time as the Corporation and such government 
may agree, the repurchase price of the government’s capital 
stock shall be the value thereof shown by the books of the 
Corporation on the day when the government ceases to be 
a member. The repurchase of the capital stock shall be 
subject to the following conditions: 
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(i) payments for shares of stock may be made from 
time to time, upon their surrender by the govern- 
ment, in such instalments, at such times and in such 
available currency or currencies as the Corporation 
reasonably determines, taking into account the 
financial position of the Corporation ; 


(ii) any amount due to the government for its capital 
stock shall be withheld so long as the government 
or any of its agencies remains liable to the Corpora- 
tion for payment of any amount and such amount 
may, at the option of the Corporation, be set off, as 
it becomes payable, against the amount due from 
the Corporation ; 


(iii) if the Corporation sustains a net loss on the invest- 
ments made pursuant to Article III, Section 1, and 
held by it on the date when the government ceases 
to be a member, and the amount of such loss exceeds 
the amount of the reserves provided therefor on 
such date, such government shall repay on demand 
the amount by which the repurchase price of its 
shares of stock would have been reduced if such 
loss had been taken into account when the repur- 
chase price was determined. 


(d) In no event shall any amount due to a government 
for its capital stock under this Section be paid until six 
months after the date upon which the government ceases 
to be a member. If within six months of the date upon which 
any government ceases to be a member the Corporation 
suspends operations under Section 5 of this Article, all 
rights of such government shall be determined by the pro- 
visions of such Section 5 and such government shall be con- 
sidered still a member of the Corporation for purposes of 
such Section 5, except that it shall have no voting rights. 
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Section 5. Suspension of Operations and Settlement of 
Obligations 


(a) The Corporation may permanently suspend its oper- 
ations by vote of a majority of the Governors exercising a 
majority of the total voting power. After such suspension 
of operations the Corporation shall forthwith cease all 
activities, except those incident to the orderly realization, 
conservation and preservation of its assets and settlement 
of its obligations. Until final settlement of such obligations 
and distribution of such assets, the Corporation shall remain 
in existence and all mutual rights and obligations of the 
Corporation and its members under this Agreement shall 
continue unimpaired, except that no member shall be sus- 
pended or withdraw and that no distribution shall be made 
to members except as in this Section provided. 


(b) No distribution shall be made to members on account 
of their subscriptions to the capital stock of the Corporation 
until all liabilities to creditors shall have been discharged 
or provided for and until the Board of Governors, by vote of 
a majority of the Governors exercising a majority of the 
total voting power, shall have decided to make such dis- 
tribution. 


(c) Subject to the foregoing, the Corporation shall dis- 
tribute the assets of the Corporation to members pro rata 
in proportion to capital stock held by them, subject, in the 
case of any member, to prior settlement of all outstanding 
claims by the Corporation against such member. Such dis- 
tribution shall be made at such times, in such currencies, 
and in cash or other assets as the Corporation shall deem 
fair and equitable. The shares distributed to the several 
members need not necessarily be uniform in respect of the 
type of assets distributed or of the currencies in which 
they are expressed. 


(d) Any member receiving assets distributed by the Cor- 
poration pursuant to this Section shall enjoy the same 
rights with respect to such assets as the Corporation enjoyed 
prior to their distribution. 
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ARTICLE VI 
Status, Immunities and Privileges 


Szotion 1. Purposes of Article 


Te enable the Corporation to fulfill the functions with 
which it is entrusted, the status, immunities and privileges 
set forth in this Article shall be accorded to the Corporation 
in the territories of each member. 


Section 2. Status of the Corporation 


The Corporation shall possess full juridical personality 
and, in particular, the capacity: 


(i) to contract; 


(ii) to acquire and dispose of immovable and movable 
property ; 
(iii) to institute legal proceedings. 


Section 3. Position of the Corporation with Regard to 
Judicial Process 


Actions may be brought against the Corporation only in 
a court of competent jurisdiction in the territories of a 
member in which the Corporation has an office, has ap- 
pointed an agent for the purpose of accepting service or 
notice of process, or has issued or guaranteed securities. 
No actions shall, however, be brought by members or per- 
sons acting for or deriving claims from members. The 
property and assets of the Corporation shall, wheresoever 
located and by whomsoever held, be immune from all forms 
of seizure, attachment or execution before the delivery 
of final judgment against the Corporation. 


Section 4. Immunity of Assets from Seizure 


Property and assets of the Corporation, wherever located 
and by whomsoever held, shall be immune from search, 
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requisition, confiscation, expropriation or any other form 
of seizure by executive or legislative action. 


Section 5. Immunity of Archives 
The archives of the Corporation shall be inviolable. 


Section 6. Freedom of Assets from Restrictions 


To the extent necessary to carry out the operations pro- 
vided for in this Agreement and subject to the provisions 
of Article III, Section 5, and the other provisions of this 
Agreement, all property and assets of the Corporation shall 
be free from restrictions, regulations, controls and mora- 
toria of any nature. 


Section 7. Privilege for Communications 


The official communications of the Corporation shall be 
accorded by each member the same treatment that it ac- 
cords to the official communications of other members. 


Section 8. Immunities and Privileges of Officers and 
Employees 


All Governors, Directors, Alternates, officers and em- 
ployees of the Corporation: 


(i) shall be immune from legal process with respect to 
acts performed by them in their official capacity ; 


(ii) not being local nationals, shall be accorded the 
same immunities from immigration restrictions, 
alien registration requirements and national serv- 
ice obligations and the same facilities as regards 
exchange restrictions as are accorded by members 
to the representatives, officials, and employees of 
comparable rank of other members; 


(iii) shall be granted the same treatment in respect of 
travelling facilities as is accorded by members to 
representatives, officials and employees of com- 
parable rank of other members. 
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§Szotion 9. Immunities from Taxation 


(a) The Corporation, its assets, property, income and its 
operations and transactions authorized by this Agreement, 
shall be immune from all taxation and from all customs 
duties. The Corporation shall also be immune from liability 
for the collection or payment of any tax or duty. 


(b) No tax shall be levied on or in respect of salaries and 
emoluments paid by the Corporation to Directors, Alter- 
nates, officials or employees of the Corporation who are 
not local citizens, local subjects, or other local nationals. 


(c) No taxation of any kind shall be levied on any 
obligation or security issued by the Corporation (including 
any dividend or interest thereon) by whomsoever held: 


(i) which discriminates against such obligation or 
security solely because it is issued by the Corpora- 
tion; or 


(ii) if the sole jurisdictional basis for such taxation is 
the place or currency in which it is issued, made 
payable or paid, or the location of any office or 
place of business maintained by the Corporation. 


(d) No taxation of any kind shall be levied on any obli- 
gation or security guaranteed by the Corporation (includ- 
ing any dividend or interest thereon) by whomsoever held: 


(i) which discriminates against such obligation or se- 
curity solely because it is guaranteed by the Cor- 
poration; or 


(ii) if the sole jurisdictional basis for such taxation is 
the location of any office or place of business main- 
tained by the Corporation. 


Section 10. Application of Article 


Kach member shall take such action as is necessary in its 
own territories for the purpose of making effective in terms 
of its own law the principles set forth in this Article and 
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shall inform the Corporation of the detailed action which 
it has taken. 


Section 11. Waiver 


The Corporation in its discretion may waive any of the 
privileges and immunities conferred under this Article to 
such extent and upon such conditions as it may determine. 


ARTICLE VII 
Amendments 


(a) This Agreement may be amended by vote of three- 
fifths of the Governors exercising four-fifths of the total 


voting power. 


(b) Notwithstanding paragraph (a) above, the affirma- 
tive vote of all Governors is required in the case of any 
amendment modifying: 


(i) the right to withdraw from the Corporation pro- 
vided in Article V, Section 1; 


(ii) the pre-emptive right secured by Article II, Section 
2(d); 


(iii) the limitation on liability provided in Article II, 
Section 4. 


(c) Any proposal to amend this Agreement, whether 
emanating from a member, a Governor or the Board of Di- 
rectors, shall be communicated to the Chairman of the 
Board of Governors who shall bring the proposal before 
the Board of Governors. When an amendment has been 
duly adopted, the Corporation shall so certify by formal 
communication addressed to all members. Amendments 
shall enter into force for all members three months after 
the date of the formal communication unless the Board of 
Governors shall specify a shorter period. 
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ARTICLE VIII 
Interpretation and Arbitration 


(a) Any question of interpretation of the provisions of 
this Agreement arising between any member and the Cor- 
poration or between any members of the Corporation shall 
be submitted to the Board of Directors for its decision. If 
the question particularly affects any member of the Corpo- 
ration not entitled to appoint an Executive Director of the 
Bank, it shall be entitled to representation in accordance 
with Article IV, Section 4(g). 


(b) In any case where the Board of Directors has given 
a decision under (a) above, any member may require that 
the question be referred to the Board of Governors, whose 
decision shall be final. Pending the result of the reference 
to the Board of Governors, the Corporation may, so far as 
it deems necessary, act on the basis of the decision of the 
Board of Directors. 


(c) Whenever a disagreement arises between the Corpo- 
ration and a country which has ceased to be a member, or 
between the Corporation and any member during the 
permanent suspension of the Corporation, such disagree- 
ment shall be submitted to arbitration by a tribunal of three 
arbitrators, one appointed by the Corporation, another by 
the country involved and an umpire who, unless the parties 
otherwise agree, shall be appointed by the President of the 
International Court of Justice or such other authority as 
may have been prescribed by regulation adopted by the 
Corporation. The umpire shall have full power to settle 
all questions of procedure in any case where the parties 
are in disagreement with respect thereto. 
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ARTICLE IX 
Final Provisions 


Section 1. Entry into Force 


This Agreement shall enter into force when it has been 
signed on behalf of not less than 30 governments whose 
subscriptions comprise not less than 75 percent of the total 
subscriptions set forth in Schedule A and when the instru- 
ments referred to in Section 2(a) of this Article have been 
deposited on their behalf, but in no event shall this Agree- 
ment enter into force before October 1, 1955. 


Section 2. Signature 


(a) Each government on whose behalf this Agreement 
is signed shall deposit with the Bank an instrument setting 
forth that it has accepted this Agreement without reserva- 
tion in accordance with its law and has taken all steps 
necessary to enable it to carry out all of its obligations 
under this Agreement. 


(b) Each government shall become a member of the Cor- 
poration as from the date of the deposit on its behalf of the 
instrument referred to in paragraph (a) above except that 
no government shall become a member before this Agree- 
ment enters into force under Section 1 of this Article. 


(c) This Agreement shall remain open for signature until 
the close of business on December 31, 1956, at the principal 
office of the Bank on behalf of the governments of the coun- 
tries whose names are set forth in Schedule A. 


(d) After this Agreement shall have entered into force, 
it shall be open for signature on behalf of the government 
of any country whose membership has been approved pur- 
suant to Article II, Section 1(b). 


i 
| 
i 
4 
} 
34885 O—59——10 


132 INTERNATIONAL LENDING AGENCIES 
Section 3. Inauguration of the Corporation 


(a) As soon as this Agreement enters into force under 
Section 1 of this Article the Chairman of the Board of 
Directors shall call a meeting of the Board of Directors. 


(b) The Corporation shall begin operations on the date — 
when such meeting is held. ) 


_ (ce) Pending the first meeting of the Board of Governors, - 

the Board of Directors may exercise all the powers of the 
Board of Governors except those reserved to the Board 
of Governors under this Agreement. 


Dong at Washington, in a single copy which shall remain 
deposited in the archives of the International Bank for 
Reconstruction and Development, which has indicated by 
its signature below its agreement to act as depository of 
this Agreement and to notify all governments whose names 
are set forth in Schedule A of the date when this Agree- 
ment shall enter into force under Article IX, Section 1 
hereof. 
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SCHEDULE A 

Subscriptions to Capital Stock of the 
International Finance Corporation 
Amount 
Number of (im United 
Country Shares States dollars) 

Australia 2,215 2,215,000 
Austria 554 554,000 
Belgium 2,492 2,492,000 
Bolivia 78 78,000 
Brazil 1,163 1,163,000 
Burma 166 166,000 
Canada | 3,600 3,600,000 
Ceylon 166 166,000 
Chile 388 388,000 
China 6,646 6,646,000 
Colombia 388 388,000 
Costa Rica 22 22,000 
Cuba 388 388,000 
Denmark 753 753,000 
Dominican Republic 22 22,000 
Ecuador 35 35,000 
Egypt 590 590,000 
El Salvador 11 11,000 
Ethiopia 33 33,000 
Finland 421 421,000 
France 5,815 5,815,000 
Germany 3,655 3,655,000 
Greece 277 277,000 
Guatemala 22 22,000 
Haiti 22 22,000 
Honduras 11 11,000 
Iceland 11 11,000 
India 4,431 4,431,000 
Indonesia 1,218 1,218,000 
Tran 372 372,000 
Iraq 67 67,000 
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Country 


Israel 

Italy 

Japan 
Jordan 
Lebanon 
Luxembourg 
Mexico 
Netherlands 
Nicaragua 
Norway 
Pakistan 
Panama 


Thailand 

Turkey 

Union of South Africa 
United Kingdom 
United States 
Uruguay 

Venezuela 

Yugoslavia 


Total: 


= 


Number of 
Shares 


50 
1,994 
2,769 

33 

50 

111 
720 
3,046 


Amount 
(in Umted 


States dollars) 


50,000 
1,994,000 
2,769,000 

33,000 

50,000 

111,000 
720,000 
3,046,000 
9,000 
554,000 
1,108,000 
2,000 
16,000 
194,000 
166,000 
1,108,000 
72,000 
139,000 
476,000 
1,108,000 
14,400,000 
35,168,000 
116,000 
116,000 

- 443,000 


$100,000,000 
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Peru 194 
ae Philippines 166 
Sweden 1,108 | 
om) Syria 72 | 
139 
| 476 | 
1,108 | 
14,400 
35,168 
116 | 
116 
100,000 


RESOLUTION ESTABLISHING THE UNITED NATIONS SPECIAL FUND 


(A/Res/1240 (XIII) adopted in plenary session October 14, 1958, by a vote of 
77 to 0, with 1 abstention) 


The General Assembly, 

In conformity with the determination of the United Nations, as expressed in its 
Charter, to promote social progress and better standards of life in larger freedom 
and, for these ends, to employ international machinery for the promotion of the 
economic and social advancement of all peoples, 

Conscious of the particular needs of the less developed countries for international 
pr. in achieving accelerated development of their economic and social infra- 

cture, 

cet its resolution 1219(XII) of 14 December 1957 [see p. 141 for text of 
resolution], 

Further recalling previous resolutions on the establishment of an international 
fund for economic development within the framework of the United Nations, 

Noting the recommendations contained in Economic and Social Council resolu- 
tion 692(X XVI) of 31 July 1958, 


Part A 


1. Commends the Preparatory Committee on its work; 
> a a Special Fund in accordance with the provisions set forth in part 
ow: 
Part B 


I. Guiding principles and criteria 


1. Pursuant to the provisions of General Assembly resolution 1219 (XII) and 
— a at ate | the Assembly of the scope and future activities of the Special 

und, as envisaged in section III of that resolution, the Special Fund shall: 

{® Be a separate fund; 

b) Provide systematic and sustained assistance in fields essential to the 
integrated technical, economic and social development of the less developed 
countries; ~ 

(c) In view of the resources prospectively available at this time, which are 
not likely to exceed $100 million annually, direct its operations towards 
enlarging the scope of the United Nations programmes of technical assistance 
so as to include special projects in certain basic fields as outlined hereunder. 

The Special Fund is thus envisaged as a constructive advance in United Nations 
assistance to the less developed countries which should be of immediate signifi- 
cance in accelerating their economic development by, inter alia, facilitating new 
capital investments of all types by creating conditions which would make such 
investments either feasible or more effective. 

2. In establishing programmes, the Managing Director and the Governi 
oo of the Special Fund shall be guided by the following principles an 
criteria: 

(a) The Special Fund shall concentrate, as far as practicable, on relatively large 
projects and void allocation of its resources over a great number of small projects; 
re ) Due consideration shall be given to the urgency of the needs of the request- 

countries; 

c) Projects shall be undertaken which will lead to early results and have the 
widest possible impact in advancing the economic, social or technical development 
of the country or countries concerned, in particular by facilitating new capital 
investment; 

(d) Due consideration shall be given to a wide geographical distribution in 
allocations over a period of years; 

(e) Due consideration shall be given to technical organizational and financial 
problems likely to be encountered in executing a proposed project; 

(f) Due consideration shall be Bree to the arrangements made for the inte- 
gration of projects into national development programmes and for effective co- 
ordination of the project with other multilateral and bilateral programmes; 
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(g) In accordance with the principles of the Charter of the United Nations, the 
assistance furnished by the Special Fund shall not be a means of foreign economic 
and political interference in the internal affairs of the country or countries con- 
cerned and shall not be accompanied by any conditions of a political nature; 

(hk) Projects shall be devised in such a way as to facilitate transfer, as soon as 
practicable, of the responsibilities of the Special Fund to assisted countries or to 
designated by them. 

. Projects may be for one country or a group of countries or a region. 

4. Projects may be approved for the period of time needed for their execution, 

even if more than one year. 


II. Basic fields of assistance and types of project 


5. The Special Fund shall assist projects in the fields of resources, including the 
assessment and development of manpower, industry, including handicrafts and 
cottage industries, agriculture, transport and communications, building and 
housing, health, education, statistics and public administration. 

6. In view of the resources prospectively available at the time of the initial 

iod of the Special Fund’s operations, projects to be assisted by the Special 

nd might be in one or a combination of the following forms: surveys; research 
and training; demonstration, including pilot projects. These may be imple- 
mented by the provision of staff, experts, equipment, supplies and services, as 
well as the establishment of institutes, demonstration centres, plants or works 
and other appropriate means, including fellowships, in so far as they are integral d 
parts of a specific project financed by the Special Fund, in such proportions as 
are judged necessary by the Managing Director for each project, taking into ac- 
count type of assistance requested by Governments. 


III. Participation in the Special Fund 


7. eertisipetion in the Special Fund shall be open to any States Members of 
the United Nations, or members of the specialized agencies or of the International 
Atomic Energy Agency. 
IV. Organization and management 

8. There are established as aegane of the Special Fund: a Governing Council 
a Managing Director and his staff, and a consultative board. The Special Fun 
shall be an organ of the United Nations administered under the authority of the 
Economie and Social Council and of the General Assembly, which will exercise in 
— of the Special Fund their powers under the Charter. 

. The Economic and Social Council shall be responsible for the formulation of 
the general rules and principles which will govern the administration and opera- 
tions of the Special Fund; the review of the o tions of the Special Fund on the 
basis of the annual re to be submitted by the Governing Council; and the 
consideration of the Expanded Programme of Technical Assistance and of the 
Special Fund in relation to each other. 

10. The Economic and Social Council shall transmit the report of the Govern- 
ing Council, together with its own comments, to the General Assembly. The 


Assembly will review the p ess and operations of the Special Fund as a separate 
subject of its agenda and e any appropriate recommendations. 
Governing Council 


1l. The immediate inter-governmental control of the policies and operations 
of the Special Fund shall be exercised by a Governing Council which will consist 
of representatives of eighteen States. 

12. The Governing Council shall provide general policy guidance on the ad- 
ministration and operations of the Special Fund. Its have final authority for 
the approval of the projects and programmes recommended by the Managing 
Director. It shall review the administration and the execution of the Speci 
Fund’s approved projects, and shall submit reports and recommendations to the 
Economic and Social Council, including such recommendations as the Governin 
Council may deem appropriate in the light of the relevant provisions of Gene 
Assembly resolution 1219(XII). 

13. The States members of the Governing Council shall be elected by the 
Economic and Social Council from. among Members of the United Nations or 
yen of the specialized agencies or of the International Atomic Energy 

ney. 
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14. There shall be equal representation on the Governing Council of economi- 
cally more developed countries, having due regard to their contributions to the 
Special Fund, on the one.hand, and of less developed countries, on the other hand, 
taking into account the need for equitable geographical distribution among the 
latter members. 

15. States members of the Governing Council shall be elected for a term of three 
years, provided, however, that of the members elected at the first election, the 
terms of six members shali expire at the end of one year and the terms of six other 
—— at the end of two years. Retiring members shali be eligible for re- 

on. 

16. Decisions of the Governing Council on important questions shall be made 
by a two-thirds majority of the members present and voting. These questions 
shall include questions of policy, the approval of projects and the allocation of 
funds. Decisions of the Governing Council on other questions shall be made by a 
— of the members present and voting. 

17. The Governing Council shall adopt its own rules of procedure, including 
the method of selecting its officers. 

18. The Governing Council shall normally meet twice a year and on such occa- 
sions as may be necessary, in conformity with its rules of procedure. 

19. The Meindiie Director of the Special Fund shall participate without vote 
in the deliberations of the Governing Council. 

20. The Governing Council shall make appropriate arrangements in its rules 
of procedure for the representation of the specialized agencies, the International 
Atomic Energy Agency and the Executive Chairman of the Technical Assistance 
Board. To this end, it shall take due account of the practice followed by the 
Economic and Social Council. 

Managing Director 

21. The Special Fund shall be administered by a Managing Director under the 
policy guidance of the Governing Council. The Managing Director shall have 
the overall responsibility for the operations of the Fund, with sole authority to 
reeommend to the Governing Council projects submitted by Governments. 

22. After having consulted the Governing Council, the Secretary-General will 
opgeint the Managing Director, subject to confirmation by the General Assembly. 

3. The enne'ss Director shall be appointed for a term of four years, or for 
a shorter period. e shall be ss for reappointment. 

24. Appropriate arrangements shall be made for the participation of the Man- 
aging Director in the Technical Assistance Board. 

25. The Mateging Director shall establish and maintain close and anutioning 
working relationships with the specialized agencies concerned with those fields o 
activity in which the Special Fund will operate, and with the International 
Atomic Energy Agency. He may also establish appropriate contacts with other 
organizations which may be concerned with the activities of the Fund. 
Consultative Board 

26. A Consultative Board shall be established to advise the Managing Director. 
The function of the Board shall be to assist the Managing Director with advice 
in the examination and appraisal of project requests and proposed programmes 
of the Special Fund. The Board shall be composed of the Secretary-General of 
the United Nations, the Executive Chairman of the Technical Assistance Board 
and the President of the International Bank for Reconstruction and Development 
or their designated representatives. 

27. The Managing Director shall make, as appropriate, arrangements for 
representatives of the specialized agencies and of the International Atomic Energy 
ae to be invited to the deliberations of the Consultative Board when projects 
falling mainly within their fields of activity are considered. 


Staff 
28. The Managing Director shall be assisted by a small group of officials to be 
selected by, or in consultation with him, on the basis of their special competence. 
29. For other servi the Managing Director shall rely as far as possible on the 
existing facilities of the United Nations, the specialized agencies, the International 
Atomic Energy Agency, and the Technical Assistance Board. These facilities 
should be made available to the Special Fund without charge except when clearly 
identifiable additional expenses are involved. The Managing Director may also, 
as required, engage expert consultants. 
30. To facilitate the field co-ordination between the Special Fund and the 
e of Technical Assistance in the count seeking assistance, 
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the Managing Director shall enter into an agreement with the Executive Chair- 
man of the Technical Assistance Board concerning the role of the resident repre- 
sentatives in the work of the Fund. 


V. Procedures 


Sources and formulation of requests 

31. Projects shall be undertaken only at the request of a Government or group 
of Governments eligible to participate in the S ] Fund. 

32, Governments shall present their requests for assistance in a form indicated 
by the Managing Director. Requests include all possible information on the 
intended use and benefits expected to be derived from the Special Fund’s assist- 
ance, evidence of a technical nature regarding the projects for which assistance is 
requested, data bearing upon the economic appraisal of such projects, and state- 
ments concerning the part of costs which the Government itself would be ready 
toassume. The Special Fund, the Expanded os of Technical Assistance, 
the United Nations, the specialized agencies and the International Atomic Ene 
Agency should be ready to assist and advise Governments at their request, in t 
preparation of their applications for assistance. 

The Special Fund shall utilize only the official channel designated by each 
Government for the submission of requests. 


Evaluation and approval of requests 


34, The Managing Director shall be responsible for the evaluation of project 
requests. In this evaluation, he will normally be expected to rely upon the as- 
sistance of existing services within the Expanded Programme of Technical 
Assistance, the United Nations, the specialized agencies and the International 
Atomic Energy Agency. He shall also be authorized to contract the services of 
other agencies, private firms or individual experts for this purpose, in case the 
services of the United Nations, the specialized ncies or the International 
Atomic are wholly or partly unavailable or inadequate. 

35. On the s of the evaluation of project requests, the Managing Director 
shall periodically develop programmes for submission to the Governing Council. 
In developing his recommendations to the Governing Council, he shall consult 
the Consultative Board. 

36. The Managing Director shall, at the request of the Government or Govern- 
ments which have submitted such projects, submit to the Governing Council for 
its consideration a report on project requests which he has been unable to include 
in his 

37. The Governing Council shall examine the peoenere men and projects sub- 
mitted by the Managing Director. Each project s be accompanied by: 

(a) An evaluation of the benefits expected to be derived by the requesting 
country or countries; 

b) A summary of its technical evaluation; 

c) A pro budget showing the financial implications of the project in 
their entirety, including a statement on the costs which would be borne by 
the recipient Governments; 

A draft agreement with the requesting Government or Governments; 

e) When appropriate, a draft agreement with the agent or agents respon- 
sible for execution of the project. 

38. The Governing Council shall take a final decision on the projects and 
programmes recommended by the Managing Director and authorize him to 
conclude the appropriate agreements. 

Execution of projects 

39. Projects shall be executed, whenever possible, by the United Nations, by 
the specialized agencies concerned, cr by the International Atomic Energy 
Agency, it being understood that the Managing Director shall also be authorized 
to contract for the services of other agencies, private firms or individual experts 
in the cases mentioned in paragraph 34 above. 

40. Arrangements for the execution of projects shall be subject to the approval 
of the requesting Government or Governments, and shall be specified in an 
agreement with these Governments. Such arrangements shall contain provisions 
gene the cost, including any local costs, which the requesting Government 

ill assume and those facilities and services it will provide. 

41. Where requests for assistance fall within the sphere of two or more organiza- 
tions, arrangements shall be made for joint execution by the organizations con- 
cerned and for proper co-ordination. 
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42. The Managing Director shall make appropriate arrangements to’ follow 
the execution of projects. 

43. The Managing Director shall report to the Governing Council on the status 
of projects and the financial position of the projects and programmes. 

44. The Managing Director and the Governing Council shall take appropriate 
measures to ensure an objective evaluation of the results of projects and pro- 
grammes. 

VI. Finances 


45. The financial resources of the Special Fund shall be derived from voluntary 
contributions by Governments of States Members of the United Nations, or 
members of the specialized agencies or of the International Atomic Energy 
Agency. The Fund is also authorized to receive donations from non-govern- 
mental sources. It is recommended that contributions by Governments should 
be paid as early in each = as possible. Furthermore, while contributions will 
normally be on an annual basis, it is reeommended, in view of the expected longer 
term of many of the Fund’s projects, that contributions be pledged or indicated, 
whenever possible, for a number of years. 

46. The Secretary-General is requested to convene annually a pledging con- 
ference at which Governments would announce their contributions to the Ex- 
pene Programme of Technical Assistance and to the Special Fund respectively. 

f a Government pledges an initial lump sum, it should, within a reasonably short 
period, indicate the division of its contribution between the two programmes. 

47. Contributions shall be made by Governments in currency readily usable by 
the Special Fund consistent with the need for efficiency and economy of the Fund’s 
operations, or shall be transferable to the greatest possible extent into currency 
readily usable by the Fund. To this end, amie re are urged to make avail- 
able as large a percentage as they may find possible of their contributions in such 
currency or currencies as the Managing Director may indicate are required for 
the execution of the Fund’s programme. The Managing Director should, con- 
sistent with the criteria set forth respecting the nature and utilization of contribu- 
tions, endeavour to make the fullest possible use of available currencies. 

48. The Managing Director shall, at the end of the first year of the operations 
of the Special Fund and subsequently as he deems necessary, report to the Govern- 
ing Council for its consideration on the extent to which restrictions which may 
have been maintained on contributions have affected the flexibility, efficiency and 
economy of the Fund’s operations. The Governing Council shall also consider 
what action may be necessary with respect to currency found not readily usable 
in order to facilitate the Fund’s operations. Any action in this respect shall be 
subject to review by the Economic and Social Council and the General Assembly. 

49. Contributions shall be made without limitation as to use by a specifi 
agency or in a specific recipient country or for a specific project. 

50. To the end that the multilateral character of the Special Fund shall be 
strictly respected, no contributing country should receive special treatment with 
respect to its contribution nor should negotiations for the use of currencies take 
place between contributing and receiving countries. 

51. Since programmes shall be developed on a project basis, there should be no 
a priori allocation of funds on a country basis or among basic fields of assistance. 

52. Recipient Governments shall be expected to finance part of the costs of 
—— at least that part payable in local currency. This general rule may, 

owever, be waived in the case of countries deemed financially unable to make 
even a local currency payment. 

53. The Special Fund shall be governed by financial regulations consistent with 
the financial regulations and policies of the United Nations. The financial regula- 
tions for the Fund shall be drafted by the Secretary-General of the United Na- 
tions, in consultation with the Managing Director, for approval by the Governing 
Council, after review by the Advisory Committee for Administrative and Budget- 
ary Questions. In the preparation of these regulations, account shall be taken of 
the special requirements of the Fund’s operations; in particular, appropriate pro- 
vision shall be made to permit the approval of projects of more than one year’s 
duration and for an exchange of currencies between the Fund and the Special 
Account for the Expanded Programme of Technical Assistance. Provision should 
also exist under which the Managing Director is authorized in consultation with 
the Governing Council to establish appropriate financial rules and procedures. 

54. The administrative budget prepared by the Managing Director with the 
assistance of the Secretary-General of the United Nations shall be submitted for 
approval to the Governing Council with the comments, if any, of the Advisory 
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Committee or Administrative and Budgetary Questions. It shall be submitted 
to the General Assembly at the same time as the annual revort of the Governi 
Council with the comments of the Advisory Committee on Administrative an 
Budgetary Questions. 

55. The Special Fund shall be authorized to build up gradually a reserve fund 
by earmarking a specific percentage of the total contributions of each year up 
to an amount to be determined by the Governing Council on recommendation of 
the Managing Director. 

56. The Governing Council shall be authorized to consider allocating part of 
the resources of the Special Fund for assistance on a refundable basis at the request 
of Governments for proiects within the terms of reference of the Fund. 


Part C 


Reaffirms the conditions set forth in section III of General Assembly resolution 
1219 (XII), under which the Assembly shall review the scope and future activities 
of the Special Fund and take such action as it may deem appropriate. 
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RESOLUTION DECIDING TO ESTABLISH THE UNITED NATIONS 
SPECIAL FUND 


(A/Res/1219 (XII) adopted in plenary session December 14, 1957, by a 


unanimous vote) 
The General Assembly, 


In conformity with the determination of the United Nations, as expressed in 
its Charter, to promote social progress and better standards of life in larger 
freedom, and for these ends, to employ international machinery for the promotion 
of the economic and social advancement of all peoples, 

Conscious of the particular needs of the less wer countries for interna- 
tional aid in achieving accelerated development of their economic and social 
infrastructure, 

Recalling its resolutions on the establishment of an international fund for 
economic development within the framework of the United Nations and, in par- 
tic , reaffirming its unanimously adopted resolutions 724 A (VIII) and 724 B 
(VIII) on 7 December 1953, 

Noting the recommendation of the Economic and Social Council in its resolu- 
tion 662 B (XXIV) of 31 July 1957, 

Recognizing that the United Nations Expanded Programme of Technical Assist- 
ance is of proven effectiveness in promoting the economic dévelopment of the 
less developed countries 

Recognizing however that neither the Expanded Programme nor other existing 
programmes of the United Nations or the specialized agencies can now meet 
certain urgent needs which, if met, would advance the processes of technical, 
economic and social development of the less developed countries, and, in par- 
ticular, would facilitate new capital investments of all Whee cnet and public, 
national and international—by creating conditions which would make such 
investments either feasible or more effective, 

Convinced that a rapidly achieved enlargement in the financial resources and 
scope of technical assistance rendered by the United Nations and the specialized 
agencies to the less developed countries would constitute a constructive advance 
in United Nations assistance and would be of immediate significance in accelerat- 
ing their economic development, 

izing that, while long-term pledges are desirable, some Governments 
are unable to make financial commitments except with the approval of their 
legislatures and on an annual basis, 


Commends the Ad Hoc Committee on the Question of the Establishment of a 
Special United Nations Fund for Economic Development for the work embodied in 
its final! and supplementary ? pegorte repared in accordance with General 
Assembly resolutions 923 (X) of 9 December and 1030 (XI) of 26 February 1957; 


II 


1. Decides that, subject to the conditions prescribed hereunder, there shall be 
established as an expansion of the existing technical assistance and development 
activities of the United Nations and the specialized agencies a separate Special 
Fund which would provide systematic and sustained assistance in fields essential 
to the integrated technical, economic and social development of the less developed 
countries; 

2. Decides further that, in view of the resources prospectively available at 
this time, which are not likely to exceed $100,000,000 annually, the operations 
of the Special Fund shall be directed towards enlarging the scope of the United 
Nations programmes of technical assistance so as to include special projects 
in certain basic fields to be defined by the Preparatory Committee provided for 
in paragraph 4 below, for example, intensive surveys of water, mineral and 
potential power resources, the establishment—including staffing and equipping— 
of training institutes in public administration, statistics and technology, and of 
agricultural and industrial research and productivity centres; 


1 A/3579 and Add. 1. 
A/3580. 
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3. Considers that while, without impairing the separate identity of the Special 
Fund, the fullest possible use should be made of the existing machinery of the 
United Nations, the specialized agencies—including the existing international 
financial institutions—and the Expanded Programme of Technical Assistance, the 
Special Fund will uire some new administrative and operational machinery ; 

4. Decides to establish a Preparatory Committee composed of representatives 
of sixteen Governments to do the following, taking into account the eon ne 
set out in the annex to the present resolution and the views and suggestions 
forwarded by Governments pursuant to paragraph 7 below: 

(a) Define the basic fields of assistance which the Special Fund should en- 
compass and, within these fields, the types of projects which should be eligible 
for assistance; 

(b) Define in the light of paragraph 3 above the administrative and opera- 
tional machinery to be recommended for the Special Fund, including such — 
as may be required in the present legislation and procedures of the Expanded 
Programme of Technical Assistance; 

(c) Ascertain the extent to which Governments would be willing to contribute 
to the Special Fund; 

5. Invites the President of the General Assembly to appoint the members of 
the Preparatory Committee; 

6. Invites the Secretary-General to provide the Preparatory Committee with 
all te facilities, including the provision of such expert consultants as 

required ; 
mig uests Governments to assist the Preparatory Committee in its work by 
forwarding their views and Sugecstons to the Committee through the Secretary- 
General and, in particular, by indicating the extent to which they would be willing 
to contribute to the Special Fund; 

8. Invites the Secretary-General, the executive heads of the specialized agencies 
and the Executive Chairman of the Technical Assistance Board to forward their 
views and suggestions to the Preparatory Committee; 

Requests the Preparatory Committee to submit the results of its work in 
the form of a report and recommendations to the Economic and Social Council 
at its twenty-sixth session; 

10. Requests the Economic and Social Council to transmit the Preparatory 
Committee’s report, together with its own comments, to the General Assembly, 
at its thirteenth session, for final action; 

1959: Looks forward to the establishment of the Special Fund as of 1 January 

12. Appeals to all States Members of the United Nations, in a spirit of — 
tion and solidarity, to give the greatest possible assistance to the Special Fund; 


III 


Decides that as and when the resources peoemastivey available are considered 
by the Genera] Assembly to be sufficient to enter into the field of capital develop- 
ment, principally the development of the economic and social infrastructure of 
the less developed countries, the ay shall review the scope and future 
activities of the Special Fund and take such action as it may deem appropriate. 


ANNEX 


1. The Special Fund shall be a multilateral fund of the United Nations, with 
financial resources principally derived from voluntary annual contributions of 
Governments and others in or transferable into currency usable by the Fund and 
as much as possible, pledged or indicated for a number of years. 

2. Assistance from the Special Fund shall be given only to projects which 
would make a contribution to the economic development of the requesting country 
or countries. The operations of the Fund shall in conformity with the prin- 
paw of “ Charter of the United Nations and shall not be influenced by political 
considerations. 


3. The Special Fund shall be administered by a chief executive officer under 
policies established by an executive body in accordance with such rules and 
poe aa as may be laid down by the General Assembly and the Economic 
and ial Council. The membership of the executive body shall be equally 
distributed between two groups, one consisting mainly of major contributing 
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countries and the other consisting mainly of less developed countries. Each 
member of the executive body shall have one vote. Decisions of the executive 
body on questions of pclicy, including the allocation of funds, shall require a 
qualified majority vote. 


At the 730th plenary meeting on 14 December 1957, after the adoption of the resolu- 
tion, the President of the General Assembly appointed the following States Members to 
be represented on the Preparatory Committee, in accordance with paragraph 5 of section 
IT of the resolution above: Canada, Chile, Denmark, Egypt, France, Ghana, India, 
Japan, Mexico, the Netherlands, Pakistan, Peru, the Union of Soviet Socialist 
Republics, the United Kingdom of Great Britain and Northern Ireland, the 
United States of America and Yugoslavia. 
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